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THE FINANCE CREDIT SYSTEM OF CZECHOSLOVAKIA

FOREWORD

The universal historical victory of the Soviet Union over
Hitlerite Germany played a tremendous role in the l1life of the
states im central and southeast Europe, including Czechoslovakia.
The Czechs and Slovaks, like the other nations of these coumtries,
received the opportunity for the first time to cast off the yoke
mot omly of foreign imperialists and the fascist occupation forces

but also of their active heachmen, their reactionary ruling circles.

The heavy oppression of the Hitlerites who took away the
Czechoslovak natiomal indepemdence and robbed her, the treasom of
the great bourgeoisie and landlords, and the extreme intensifica-
tion of the exploitation of the workers aggravated all the class
controversies in the country. Ia severe struggle with the land-
lords amd the bourgeoisie the masses of the people, with the
hegemonry of the working class amd under the leadership of the Com-—
munist Party, broke the resistance of the reactionary segments amd

established a new state order -— the order of the people’'s democracy.

Ia its developmemt the people's democracy as a Rew form of
the political orgamizatiom of society goes through differeat stages
and as a result its class conteat changes. At the first stage the
people’s democratic revolutioa im Czechoslovakia was directed
agaimst imperialism amd German fascism and against the lamdlords
and the great bourgeoisie. The second stage 1s characterized by the
complete destructiom of the forces of iutermal reactiom, the estab-

1ishmeat of the dictatorship of the workiag class im the form of the

pecple's democracy, amd the comstructioa of the primciples of

socialism.
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The class arrangement of forces alsé develeoped in comformity
with the mature of the development of the revolutiom. The leader
of the antifascist struggle was the working class, led by the Com-
munist Party that had beea tested in combat. The working class
formed a mighty amtifascist coalition -- a broad patiomal front
of the struggle agaimst fasclsm uniting the working peasantry, the
intellectuals, zmd the petty aad a certaim part of the middle
bourgeoisie of the city. During the period of the antifascist
movement the solid umion between the workimng class amd the peasantry
developed on the imitiative of and umder the leadership of the
working class. This umion has beem expanding steadily and becoming

stronger.

Relying uponr the objective economic law of the necessary
conformity of production relatioms to the nature of the productive
forces, people's democratic Czechoslovakia carried out fundamental
soclo-ecunomic chamges. Havimg brokem the capitalist shackles that
retarded the development of productive forces, she laid the begim-
ning to the creatiom of a socialist basis which, durimg the coursc
of the further complete re-organizatiom, 1s rapidly growing and be-

coning comsolidated.

One of the most importamt socio-ecomomic chamges effected at
the first stage of the people's democratic revolutiom was the
agrariar reform. The boggnnx-g of the agrariam reform was laid by
the goverameantal decree of 21 Jume 1945 coacermimg the comfiscation
and division of real estaSe belongimg to Germaa and Humgariamn lamd-
lorde, amd to traitors amd betrayers of the Czech and Slovak peoples.
As a result of the izplemeatatioa of this decree the people’s demo-
cratic state and the workimg peasaatry received 1.6 milliom ha of

arable land and about 1.3 aillion ha of forest laad (J. Kotatko,
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Pozemkova reforma v Ceskoslovensku, 1849, Pragus]. Somewhat later
(il July 1947), om demand by the Communist Party of Czechoslovakia, 2
law to limit large-scale 1and owming was adopted, despite the re-
sistance of reactionary forces. About ome million ha of land which

velomged to the landlords and the bourgeoisie were distributed among

agricultural workers, hired farmhamnds, and peasamts owning little land.

These measures inflicted a crushing blow om large-scale
land owming amnd coatributed to the stremgthening of the umion between

the working class and the working peasantry.

Simultaneously with the agrarian reform the workinrg class
carried on the struggle to socialize the fixed assets of production.
On 24 October 1945 the decree to nationalize mines and certain
industrial eaterprises, joimt stock banks, and private insuramce as-
sociations was adopted. The state took over possessiomr cf the
eatire power, mining, metallurgical, and war imdustry, & consider—
able part of the chemical imdustry, and enterprises of machime
building (with more than 500 employees), textile amd leather
footwear imdustry (with more tham 400 employees), and the paper

and wood processing imdustry (with more than 300 employees).

Thus the natiomalization tramsferred to the state emter—
prises employiag 63% of the total number of workers amd employees
in the country amd produciamg about 75% of the emtire industrial

production (Statisticky zpravodaj, Nos 5-6, 1949, page 1835).

But because of the fact that the basis of nationaliza-
tion was the mumber of workers aad employees employed at the
enterprise, such bramches as the building material imdustry,
sewing, flour, food, partly the textile, leather, amnd other

imdustries remained almost completely ia the hands of the bourgeoisie.
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This lowered the proportion of the all-matiomal sector. Neverthe-

less at the end of 1948 with respect to the number qf workers and

employees, the socialized sector had already emncompassed almost

80% of the Czechoslovak industry (ibid).

The national.zation of the joint-stock bamnks tramsferred
into the hands of the people's democratic state the very importaat
apparatus of accounting amd comtrol of productiom amnd circulation
which comtributed to the establishing of state control of the

country's ecomomic life.

The people's democratic state directed fumnds of the credit
system to render complete support to the socialized econony, using
them in the interests of the steady growth of the productive forces

and the raising of the workers' standard of living.

The conversiom of large-scale industry, joimt-stock banks,
and iasurance associatioms into state, all-national property broke
the economic power of the reactiomary forces and greatly weakemed
their material base within the country. The agrariaa reforms
liquidated large-scale landlord lamd owaing and feudal survivals
in the rural areas amd improved the situatiom of the working
peasantry. The ecomomic amd political victories of the first stage
of the peoplé’s democratic revolutioam created the possibility of

changing over to the mew stage -- the stage of socialist revolution.

The process by which the people's democratic revolutionm
grew imto a socialist revolutioa took place ia amn emvirocameat of
severe class struggle. Haviag their owa partiies, press, aasd
represeatatives iz the goverameat, amnd relying upon the support
of Amglo-Americam imperialists, the forces of imnteramal reactioca
attempted with all their efforts to overtkrow the regime of the

people's democracy.
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During the course of imtemse struggle the workiamg class,
under the leadership of the Communist Party, ummasked the
traitorous conduct of the bourgeoisie, the perfidious, subversive
asctivity of its leaders, and achieved the political isolation of
the bourgeoise, strengthemed its union with the peasantry and,
together with it, im Pebruary 1948 dealt the bourgeoisie a de-
cisive blow that completely removed it from authority. It also
destroyed the system of bourgeois ag=ats which was at work im the
couatry's workers novememt im an attempt to split and weskem the
working class. The Communist Party of Czechoslovakia, haviag
revealed the positioms of the rightist social democrats, liqui-
dated the split ian the workers movememnt. Imn Jume 1948 on the
ideological basis of Marxist-Leaimist theory, the left wing of
the Czech Social Democratic Party united with the Commumis Party.
This revciutionary umity of the Czechoslovak working class played
a trememdous role im comsolidating the regime of the pecople’s

democracy.

The establishment of the dictatorship of the proletariat
created a real basis for the contimustiom of the socio~ecomomic
reforms begum at the first stage of the people‘'s democratic revo-
lution. Large-scale lamd owaing was completely liquidated. Ac~-
cording to the law of 21 March 1948 all plots of lamnd of more tham
S0 ha were sold to the state by a compulsory procedure and trams-
ferred to peasants with little land -~ poor amd medium peasamts.
By this method from 1945 through 1949 more tham 4 milliom ha, that
is, more tham half the total lamd im agricultural use im Czecho-

slovakia, was takea away froam large-scale landlords (Nova =ysi, No 12).

Reforms im the field of ecomomics which were very importamt

with respect to their revolutiomary essemce and sigmificamce were
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the further natiomalizatioa of imdustrial eamterprises and wholesale
domestic trade, amnd the state momopoly of foreigm trade, They com-
pletely destroyed the domimation of monmopoly and compietely removed
the country from imperialistic erslavement. Thus a broad path was
opened up in people's democratic Czechoslovakia for the actiom of

the ecomomic laws of socialism.

After natiomalizing industry amd other branches of the
national economy, the working class achieved the domimaant positiom
of the socialist way of life. The socialist emterprises of Czecho-
slovakia mow employ 56.4% of all workers amd employees in industry.
Socialist enterprises yield 99.6% of imdustrial production. Im
rural areas the arable area on farms operatimg on socialist prim-
ciples exceeds 43%; im wholesale domestic amd foreiga trade this

figure is 100%.

The second way of life or the petty goods way of life: this
includes chiefly poor and medium farms ir the rural areas, and in
urban areas it imncludes handicrnftsmen and tradesmen who do mot

exploit other people's labor.

The third way of life is the private capital way of life.
It is represemted by small-scale eatrepreameurs im imdustry aad
trade, amd primarily rich peasants im rural areas who use hired
labor. The actiom of the ecomomic laws of capitalism here is sharply
limited by the actiom of the ecomomic laws of socialism, thamks to
the leadimg role of the socialist way of 1ife, which is steadily

growing and becomimg stromger.

The petty geods way of life is steadily decreasimg because
of the imcreasing unificatiom of small-scale peasant farms imto

agricultural cooperatives. However despite the fact that as the

-6 -
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soclalist way of 1life grows im the rural areas and as a number of
measures are carried out, the number of rich peasant farms has beesn
reduced azd theilr share in sgricultural production is considerably
less, rich peasants coatinue to represent a defimite force. Rich
Peasants show rapid opposition to the formation of cooperatives of
working peasarnts. The merciless struggle agaimst the rich peasantry
@s a class is the pledge of the success of the further socialist
reorgamnizetion of the Czechoslovak rural areas durimg the transi-
tional period betweenm capitalism and socialism. Im addition, as
pocinted out by the first secretary of the Ceatral Committee of the
Cormunist Party of Czechoslovakia, Comrade Novotmy, "socialist
pProduction relatioms amd labor ia the socialist collective change
and finally re-educate a considerable mumber of those who previously

stood om class positioms that were foreign to us. The criteriom

of this, of course, camnot be verbal statememts, but only deeds,

aad primarily homest, productive labor" (A. Novotay, "Presemt-Day
Status and Tasks of the Party," Kommumist [Commumist |, No 5, 1956,

page 47).

The matiomal ecomomy of people's democratic Czechoslovakia
is developing according to plan. The first state Two-Year Plan
for the restoratiom of the matiozmal ecomomy (1947-1948) was fulfilled
successfully. In October 1948 industrial production was 110.3% of
the 1937 level. The volume of industrial production increased by
45.9% in the 2 years, and labor productivity increased by 25.2%,
and the national income increased by 22%. with an overall increase
in industrial production by the end of 1948 of 10.3% as compared
with 1937, the production of producer goods increased by more than
40%, including the production of the machine building and metallurgical

industry by more than 25%; power industry, more than twice; chemical

-7 -
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industry, more than 30%; etc (Statisticky zpravodaj, Nos 5-6, 1949,

page 215).

In agriculture the itwo-year plan_for the restoration of the
national economy was not fulfilled because of the severe drought of
1947 and the sabotage committed by the rich peasants. The indexes
set down by plan for the construction industry, where capitalist

elements still retained strong positions, were also not realized.

Having basically completed the restoration of the country's
economy, the workers of Czechoslovakia, under the leadership of the
Communist Party and the people's democratic government, undertook
the fundamental re-organization of the national economy on the basis
of five-year plans. In the First Five-Year Plan the plan for the
construction of the basis of socialism in the Czechoslovak Republic
(1949-1953), which was adopted by the National Assembly on 27
October 1948, the principal attention was paid to the fundamental
re-organization of the branch structure of industry by means of the
chief development of heavy industry especially machine building, the
expansion of the country's own raw material and power base, the
steady rise in the technical level of industry, the acceleration of
the industrialization of economically backward areas, and the rais-
ing of the worker's standard of living. The change in the branch

structure of industry was a very important factor in guaranteeing the

technical and omic independence of Czechoslovakia from the
capitalist world and the strengthening of her economic collaboration

with the countries of the socialist camp.

During the years of the First Five-Year Plan the gross pro-
duction of industry in the republic increased by 102% and exceeded

the prewar level by 119%, or when coaverted to a per capital basis, 147%.
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The most rapid development wesg in the branches of heavy industry as
the basis of the re=organization of the national economy. During
the period.from 1949 to the end of 1954 the production of producer
goods increased by 126%, and of consumer goods, 89%. The produc-
tion of the machine building industry increased by 3.3 times during
the years of the five~year pPlan, and its Proportion in overall
industrial production increased from 17% in 1948 to 28% in 1953

(Vysledky Plneni prvniho petileteho planu,rozvoje narodniho

hospodarstvi CSR v letech 1949-1953, 1954, Prague, page 5). The

machine building industry became the leading and determining branch

of the country's entire national economy .

The successful fulfillment of the five-year plan moved
Czechoslovakia into the ranks of the most important industrial states
of Europe. With respect to the production of electric power per
capita the Czechoslovak Republic has outstripped Prance and Italy,
and with respect to production of steel, Sweden and France, and

almost caught up with Great Britain . Novotny, Otchetnyy doklad

TsK KPCh X s'"yezdu KPCh i dal ‘neyshiye zadachi partii [Report of

the Central Committee of the Communist Party of Czechoslovakia to
the Tenth Congress of the Communist Party of Czechoslovakia and the

Further Tasks of the Party], 1955, Gospolitizdat, page 27).

The production of the princapal consumer goods also changed
essentially during the years of the five-year plan. The production
of cotton fabrics increased by 24% during the five-year period;
linen fabrics, 30%; silk fabrics, eT%; clothing, by 3 times; etc
(Voprosy ekonomiki [Problems of Economics], No 5, 18955, page 82).
With respwct to the production of many industrial mass consumer goods
per capita, Czechoslovakia occupies one of the first Plased in the

world.
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Major successes have been achieved in the socialist re-
organization of agriculture. At the end of the five-year period
the country had 8,324 united agricultural cooperatives which
cultivated 33% of the republic's arable land. United agricultural
cooperatives proved by deed the advantages that collective farms
have over individual omnes. In 1954 the averagoe harvest yield of
wheat on cooperative farms was 3.7% higher than on individual

farms; wheat, 4.3%; barley, 10.1%; oats, 12%;etc (Voprosy ekonomiki,

No 5, 1955, page 84).

In the socialist re-organization of agriculture of
Czechoslovakia a very important role is played by state agricultural

farms created on the basis of nationalized large-scale landlord estates.

In 1955 state farms and united agricultural cooperatives of

higher types cultivated more than 43% of the arable land (Rude pravo,

15 February 1956). The people's democratic state renders a great
amount of assistance to agricultural cooperatives and to the working
peasantry through machine tractor stations which are the key positions
of the socialist re-organization of agriculture. There are 256
machine tractor stations in Czechoslovakia which have 18,900 tractors

and many other kinds of farm wmachinery.

But despite the undisputed achievements the development of
agriculture is still lagging considerably Lehind the other branches
of the national economy and is not completely providing for the
growing needs of the population for food products or of the food and

light industry for raw material.

The Communist Party and the government of Csechoslovakia

have carried out a number of important measures aimed at eliminating
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the lag in agriculture. A decision of the Tenth Congress of the Com-
munisit Party of Czechoslovakia (June 1954) stipulated the expansion
of arable acreage during 2 to 3 years by no less than 200,000 ha; the
increase of wheat harvest yield by 12% per ha, rye 10%, potatoes 15%,
and sugar beets 18%; increase in animal husbandry production: meat
26%, milk 31%,etc. The total number of tractors in agriculture must
be increased by 2 times, grain combines more than 6 times, beet
harvesting combines 20 times,and flax combines 6 times. This will
make it possible to make a considerable increase in the mechanization
of agricultural operations and thus in the labor productivity in
agriculture and animal husbandry. The further development of agri-
culture will greatly improve the extent to which workers are supplied

with food products and industry with raw materiai.

The Plenum of the Central Committec of the Communist Party of
Czechoslovakia which was held in February 1955 emphasized the im-
portance of the struggle for the unconditional fulfillment of the
decisions of the Tenth Congress with respect to the development of
agriculture. By the fulfillment of the directives of the Tenth
Congress concerning the considerable increase of agricultural pro-
duction during the next 2 to 3 years, with the simultaneous complete
concern for the development of heavy industry, the basis for the
development of the entire national economy, ' the decision of the
Plenum states, "'we shall strengthen the economic might of our
Motherland and provide for the Steady rise in the material and

cultural level of the workers (Rude pravo, 15 February 19355).

Thanks to the daily concern of the Communist Party and the
government there has been a steady improvement in the life of the
Czechoslovak nation. During the years of the five-year plan the

national income increased by 59% in comparable prices. Three-fourths
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of the national income g0 to satisfy the material and cultural noeds
of society and ome-fourth toward the further expansion of socialist
production. From year to year there has been an increase in the
real wages of workers and euployees and the income of the working
peasantry. During the five-year period the average monthly wages

of workers and employees employed in the national economy increased

by 34%. 1In industry the wages of laborers were 56% higher in 1933

than in 1948, and of workers and employees, 47% (Voprosy ekonomiki,

No 5, 1955, page 8§7).

Much attention is paid in Czechoslovakia to the development
of public health, public education, secience, and culture, During
the years of the Pirst Five~Year Plan there was a considerable ex-
pansion of the system of hospitals and polyclinics and an increase
in the number of physicians, and many rest homes and saaitoriums,
and middle and higher educational institutions were opcned, In
1952-19583 the Czechcslovak Academy of Sciences, the Sl-vak Acadenmy
of Scicences, and the Czechoslovak Agricultural Academy were opened.

The country has 175 scientific research institutes.

In the course of the socialist industrialization the posi-
tions of socialism have been strengthened in the country end the
nature of the country's further economic development has been
determined. The preferential growth of producer goods production
in Czechoslovakia is the basis of expanded reproduction. For ex-
ample in 1955 the volume of industrial production was 143% more
than in 1937, with the produciion of producer g00ds increasing by
172% and consumer goods by 112%. The share of industrial produc-
tion in the gross production increased from S7% in 1937 to 70% in

1955 (Pravda [Truth], 14 June 1956) .
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Thanks to the correct policy of the Communist Party of
Czechoslovakia, the policy of industrialization, large-secale
industry has now been created in Slovakia, which in the past was
industrially underdeveloped. This has considerably consclidated
the democratic order of the country, the fraternal union of the
Czech and Slovak peoples, and has intensified the economic might

of the Republic.

Still more important tasks in the field of the development
uf the Czechoslovak national eoconomy have been posed for the
Second Five-Year Plan, the fulfillment of which will help funda-
mentally to complete the creation in the country of the material

and production base of socialism.

The draft plan of directives of the Central Committee of
the Communist Party of Czechoslovakia concerning the Second Five~
Year Plan for the development of the national economy in 1956~
1960 which was approved at the conference of the Communist Party
of Czechoslovakia (June 1956) anticipates the further growth of
industry (with preferential growth of machine building) and agri-

culture, and an increase in production of mass consumer goods.

The successful developaent of Czechoslovak national econony
is to a large extent assisted by her economic and cultural collabora-
tion with the countries of the camp of socialism, ¢specially che
Soviet Union. The proportion of the USSR in Czechoslovak foreign
trade has increased greatly. Wwhereas in 1937 it was onc per cent,
in 1948 it was 16%, and in 1950, 29%. In 1954 the mutual commod ity

turnover of these countries will be more than twice the turnover in

1948 (Chekhoslovatskiy ekonomicheskiy byulleten' [Czechoslovak

Economic Bulletin], No 303, 1955, page 3).

- 13 -
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The scientific and technical collaboration between the USSR
and the Czechoslovak Republic is also becoming stronger. For ex-—
ample the Soviet Union helped Czechoslovakia to ecreate the scientific
experimental base for the develapment of research in the field of
nuclear physics and the use of atomic power for peaceful purposes.
The USSR is also rendering the Czechoslovak Republic considerable
technical assistance in the development of various branches of the

economy .

The completely developing cconomic and cultural links between
the states of the socialist camp are consolidating their planned
ecunomy and creating the opportunities for the broader co-ordination
of the national economic plans. They are aimed at rendering mutual
fraternal assistance and they contribute to the most rapid develop-
ment of productive forces and the final victory of socialism in all

the people’s democracies.

A tremendous role in the construction of the socialist
economy is played by money, credit, and finance. In order for a
people's democracy to be able to pgive active assistance to the
planned distribution of the social product for the benefit of the
socialist soctor, to mobilize monetary resources and use them to
finance the national economy, social=-cultural measures, and to
strengthen the country's combat potential, and also to control
effectively the activity of private capital, the state must possess

a finance-credit syste=x.

The Czechoslovak people’'s democratic state, having taken
money, credit, and finance into its hands, has placed them at the
service of the socialist development of the mational economy and

the raising of the people’'s material and cultural standard of living.
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Making creative utilization of the hi-toric experience of
the Soviet Uniom and taking into consideration the peculiarities
in the development of the country and its economic and political
conditions the workers of Czechoslovakia like those in a number
of other countries in Europe and Asia, are confidently moving toward

socialism along their own path.

CHAPTER I. MONETARY CIRCULATION IN

PEOPLE 'S DEMOCRATIC CZECHOSLOVAKIA

1. Monetary Circulation in Bourgeois-landlord Czechoslovakia

The Great October Socialist Revolution which opened up a
new era in the history of the development of socliety had a tre-
mendous influence upon the fatc of the Czechoslovak people and
inspired Czechs and Slovaks to struggle for their freedom and
independence., As a result of this national liberating struggle
Czechoslovakia broke off from the former Austro~Hungarian monarchy
and a republic (bourgecois) was proclaimed in Prague on 28 October

1v18.

The Czechoslovak (bourgeois) republic was an industrial,
agrarizan country with a large working class. Industrially the
country had outstripped other states in central and southeastern
Europe. The leading place in the country was occupied by light
industry (textile, footwear, glass, sewing, etc), which however
depended completely upon the import of foreign raw material and
was oriented primarily toward the needs of the foreign market.
Machine building, the chemical industry, and certain other branches
of heavy industry were also developed and played an important role

in foreign markets. The war industry grew especially rapidly.
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To a considerable extent Czechoslovak heavy industry was
subordinate to foreign capital and developed in the interests of

foreign monopolies.

Industrial enterprises were concentrated chiefly on the
territory of Czechia; Slovakia was a backward, agrarian part of

the country.

The economy of bourgeois Czechoslovakia reached a high
level of concentration and centralization of production and
capital. According to data of the 1930 census, small-scale enter-
prises employing up to 3 workers (89.2% of all enterprises) employed
26.2% of the total number of workers in industry as a vhole. These
enterprises had only 10.4% of the total capacity of all motors. At
the same time at enterpriscs employing more than 20 workers (3.4% of
all enterprises), 62.2% of the total number of workers in industry
as a whole were employed. Thesc enterprises accounted for 83% of
the total capacity of motors on hand. Finally 16 cnterprises, each
of which employed more than 2,500 workers, concentrated 15.5% or
almost one-sixth of the total capacity of all motors. In the metal
industry 20.9% of the workers emplcyed in that branch worked at
very large-scale enterprises. At the same time these enterprises
accounted for 55.6% (that is, more than one-half) of the total

capacity of motors on hand in that branch of industry (Jan Ulrych,

Zaklady marxisticke ekonomie, 1946, Prague, page 147).

The metallurgical and metal processing branches of industry
were distinguished by the highest degree of monopolization, of
3.7 billion korunas of the entire fixed capital, 3.4 billion korunas
or 91% belonged to monopolies here and 0.3 billion korunas or 9%

belonged to enterprises which were not part of monopolistic
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associations (E. Malecek, Hospodarska diktatura koncernu, 1948,

Prague, page 83). In this branch the enterprises of the Skoda

nunitions concern were prominent.

Monopolization encompassed the leather footwear (Bata
Trust) and food industry, particularly the country's most im-
portant branch, sugar production. Monopolization became

especially intensive after the Hitlerites occupied Czechoslovakia.

The key positions in the Czechoslovak economny were seized
by foreign monopelists, who in 1941 controlled one-third of the
fixed capital of the enterprises -- about 3.5 billion korunas out

of 10 billion korunas (A. Khachaturov, Sotsial ‘no-ekonomicheskiye

preobrazovaniya v narodnodemocraticheskoy Chekhoslovakii [Social

Economic Reforms in People's Democratic Czechoslovakia], 1954,

Academy of Sciences U@SR, page 41).

The development of the economy of bourgeois Czechoslovakia
was determined Ly the action of the eoconomic laws of capitalism
which were the reason for such processes in that country as the
growth of the maxiaum profits of monopolies which was linked pri-
marily with the munitions race, the further monopolization in the
national economy, the intensification of the dominance of the
financial oligarchy, the introduction of Czechoslovak monopoly
capital into the economy of neighboring agrarian countries, and the
subordination of a number of very important branches to monopolies
of imperialist powers. These processes led to the steady lowering
of the standard of living of tho working class and to the ruin of

the working peasantry.

The country's money and monetary system were placed at the
service of monopolists and were used by the latter as one of the

means of guaranteeing the highest profits.
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Czechoslovakia emerged frcm the imperieslist war of 1914-
1918 nominally a victor country but in an economic and financial

respect it had suffered as strongly as defeated states. The

disintegrated Austro-Hungarian monarchy left Czechoslovakia a

heavy inheritance. The destruction caused by the war and the
militarization of the entire economy reached a tremendous extent
and the full brunt of it descended onto the shoulders of the

working masses.

Monetary circulation came to complete disorder. Inflation
which had taken on tremendous scope under the former Austro—
Hungarian monarchy because of the financing of the war increased

at rapid rates.

In order to regulate monetary circulation in the Czecho-
glovak Republic the law of 25 February 1919 carried out a monetary
reform of an obvious class nature. It took into consideration
primarily the Czech bourgeoisie and was carried out to the detriment

of the workers,

The monetary reform was carried out as follows. The state
borders were closed suddenly. Immediately after that it was an-
nounced that all banknotes of the former Austro-Hungarian bank
which were within the territory of the Czechoslovak Republic were
toc be stamped. In this process the large sums of money subaitted
by the bourgeoisie for stamping were not confiscated from them.
Only 50% of these sums were held back and were returned in the form
of bonds on a compulsory loan which subsequently were accepted in

payment of the tax on capital (A. Chanal, Mounnaie et economie

nationale ean Tchecoslovaquie, 1918-1928, Paris, 1929, pages 82-85, 89).
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Deposits in amounts less than 300 korunas or funds on
operating accounts of state and certain social and charitable
organizations were stamped completely without any money being
held back. The balances on the operating accounts in branches
of the former Austro-Hungarian Bank were reduced by 50%. During
the time when the banknotes were being stamped a debi and bank

moratorium was declared in the country.

As a result of the monetary reform out of a total sum
of 9,420,000 korunas in circulation 2,781,000 korunas or about
30% were confiscated (ibid, page 89). The Czech bourgeoisie
kept the monetary funds that they had accumulated during the war
and used them to obtain colossal profits by means of the further

intensification of the exploitation of the workers.

From June 1919 through July 1920 the stamped banknotes
were exchanged for new Czech currency. But even after the ex=—
change the amount of money in circulation was still excessiveq
The metal and exchange reserves of the Bank Administration were
insignificant. The bank was organized on 12 May 1919 as part of
the Ministry of Finance for the control and regulation of monetary
circulation. The Bank Administration received the right to issue
banknotes in limited amounts. In order to guarantee the stability
of monetary circulation it was prohibited from giving direct
credit to state organs. In the main they consisted of the gold
reserve of the former Austro-Hungariam Bank in the amount of 193
miilion korunas. The bulk of money in circulation remained un-
backed by monetary metal and was carried on the balance sheet as
a state indebtedness to the Bank Administration. Originally tais
debt reached 10.1 billion korunss, but them dropped (A. Chanal,
op. cit., page 80) Its reduction took place after the government
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in April 1920, introduced thc tax on capital and increase in its
value. The proceeds from this tax were used to pay off the debt.
By the time the Nationa) Bank was formed (1926) the state debt

to the bank was about 5.1 billion korunas (ibid, page 233). The
state’s indebtedness to the National Bank was reduced in 1932 by
the amount of 10 koruna and 20 koruna banknotes in circulation
which hid boen issued to replace small change, and in 1934 as the
result of the revaluation of the country's gold reserve. As of 1

August 1937 the debt was still more than 2 miilion korunas.

The tremendous expenses for the army, military construction
and the financial support of industrialists and bankers were covered
by the governazent with funds on the state budgets which from year

to year con-isted simply in having the expenses exceed the income.

The budgetary deficits of billions of korunas in 1919-1923
were covered by issuing statc loans chiefly in the form of short
term treasury bonds. The increase of the current debt with the
complete exhaustion of internal sources of income seriously

threatening the stability of the national currency.

For the partial consolidation of the current debt the
government of Czechoslovakia in 1925 resorted to a foreign 7.5%
loan in the United States in the amount of 750 million korunas,
In 1926 the budget was balanced with the aid of a still greater

increase in taxes levied on workers in urban and rural areas.

But these measures made it possible to stabilize the
koruna only for a short periocd -- from 1928 until the worldwide

depression of 1929-1933,
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In Czechoslovakia the depression primarily struck foreign
trade and through it gradually extended to the other branches of
the economy causing a colossal increase in unemplioyment. The mass
withdrawal of deposits from banks, bankruptcies, and the pumping
of capital out of the country reached tremendous scope; a credit
crisis followed. The state of the country's payment balance sheet
became much worse. The unfavorable balance for its principal
item -- foreign trade -~ was 766 million korunas in 1932 (Eg

premiere periode decemnale de l'activite de la Banque Nationale

de Tchecoslovaquie, 1937, Prague, page 487). The bourgeois

government attempted to assuage the critical situation that had
been created in the country by obtaining in 1932 a loan in France
in the amount of 800 million korunas. However this loan was used
not for needs of the national eccnomy but for the further develop-
ment of the war iudustry. An exhaustive description of these
Prench loans was given by K. Gottwald, who wrote: “the principal
reason for granting this loan is the atteapt to strengthen the
influence of the French war industry upon Czechoslovakia in
general. The French banking groups which nust grant this loan

are groups of the heavy war industry who own a large part of the

Czechoslovak war industry"” (K. Gottwald, Séchineniya [Collected

Works ], Vol 3, pages 16-17).

Whereas by the beginning of 1929 Czechoslovakia had abolished
the currency restrictions introduced with the formation of the
bourgeois republic by September 1931 the government again confirmed
them by establishing a system of issuing authorizations for payments
abroad, for credit operations with foreign states, and for the import

and export of noble metals.
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At the end of 1931 the compulsory handing over tc the
state of currency received in exchange for the export of goods
was introduced, At the beginning of 1932 this regulation was

extended also to currency operations linked with the import of goods.

~ez o

At the end of 1933 and beginning of i534 the currcncy
resources were exhausted and foreign trade was catastrophically
curtailed. The blows dealt by the depression destroyed the policy
of budgetary balance and firm currency that had been carried out
during the previous pre-depression years at the price of severe

limitations and deprivations imposed upon the population.

In January 1934 the koruna in Czechoslovakia was devalued,
and its gold content dropped from 0,04458 to 0.03715 g of pure
gcid, that is, it was devalued by 16 2/3%. The difference from the
revaluation of the gold reserve was directed toward reducing the
state's indebtedness to the National Bank. The devaluation of the
koruna had a weak influence upon the development of export. In
1935 the government introduced a stricter regulation of import

and export of National Bank banknotes.

The devaluation of the French and other currencies that
followed in the autumn of 1936 as a result of the collapse of the
so-called "gold bloc' of which Czechoslovakia was a part pushed
the government toward a new revaluation of the koruna. In order
to intensify the country's competitive possibilities on the
foreign market the government again lowered the gold content of the

koruna by 16% (from 0.03715 to 0.03121 g of pure gold).

The difference from the revaluation was used to supple-
=ent the exchange portfolio. But the second devaluation of the

koruna like the first improved the situation for only a short time.
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The subsequent rise in prices of the imported raw material which
constituted more than half of all Czechoslovak imports, consider-
ably decreased the efifect obtained from this revaluation of the
koruna. The owners of enterprises operating for export trade de-
manded the restitution of their losses. The government granted

considerable tax privileges to exporters.

During the depression years the state of the Czechoslovak
budget system became still worse. Income fell sharply whereas
expenses not only did not decrease but increased greatly. The
government attempted to balance the budget and to stabilize the
currency but this task was doomed to failure becausc of the rapid
growth of military expenses, expenses to repay the state debt,and
finally because of the exhaustion of budgetary resources., Where-
as before the dopression the state expenses were met chiefly by
taxes in 1931 loans began to take on more and more importance,
and this led to an increasc in the domestic state debt which came

to 35.4 billion korunas by the end of 1936.

The country's total state debt including foreign indebted-
ness (7 billion korunas) and the indebtedness of the National Bank
as a result of the 1919 monetary reform (more than 2 billion
korunas) came to a tremendous sum by the end of 1936 -- more than
44 billion korunas. During 1936 alone the domestic debt increased
by 5.8 billion korunas, and by 1929 by more than 15 billion

korunas (Finances publiques 1928-1935, Societe des Nations, Geneve,

1936, XxVil -- Tchecoslovaquie). Until 1936 Czechoslovakia had
not known such an increase in debt. The state indebtedness exceeded

the national incowme.
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In addition to banks Czechoslovak saving and saving-and-
loan offices played a considerable role in the negetiating of
loans. Loans began to occupy an important place in bank funds.
For example 4 large banks in the country in 1936-1937 concentrated
in their hands bonds in the amount of more than 3 billion korunas.
In 1936 the rate of exchange of the koruna began to take on a
relatively stable nature as a result of the balancing of the

budget by means of floating domestic loans.

The official rates of exchange of the British pound and the

American dollar in Prague (141.89 Czech korunas per British pound

and 28.69 Czech korunas per American dollar in 1937 (National Bank

of Czeckoslovakiz, Bulletin 11, Prague, 1948, page 202) and 141.29

and 28.88 Czech korunas respectively in 1938) were almost equal to
the koruna quotations in London and New York (141.53 and 28.65 in

1937. 140.94 and 28.82 in 1938).

The Czechoslovak great bourgeoisie and landlords who were in
power in close alliance with foreign imperialists not only robbed
the nation but also foully betrayed the interests of their country.
This manifested itself especially briliiantly during the period of
the Munich agreement (September 1938), when Czechoslovakia was
given to Hitler as payment for the pledge to begin war against the
USSR. Fearing the development of the national liberating revolu-
tionary movement the ruling clique in Czechoslovakia renounced the
aid offered by tho Soviet Union and handed over the country to the

fascist usurpers for plunder.

During the period of over 6 years of the dominance of the
occupying forces German monopolies took into their hands the prin-

cipal branches of the Czechoslovak national economy. Their capital
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investments increased here with exceptional rapidity and reached 1.1
billion korunas in 1941. The German monopolies completely ocwned
enterprises whose fixed capital constituted about 2 bkillion korunas
or 20% of the fixed capital of the entire monopolized industry in
Czechoslovakia (K. Malecek, op. cit., pages 114-115). But the actual
ownership of German monopoly capital in industry was still greater.
German monopoly capital was dominant primariiy in the war industry
and in the production of cast iron and steel. The notorious con-

"

cern "Hermann Goering Works' seized the country’'s entire heavy and
wa¥ industry. All the Czechoslovak banks directly or indirectly”
were subordinate to German monopolies and were actually converted
into branches of the leading institutes of finance capital of
Hitleritc Germany. The country‘'s monetary circulation was complctely
subordinated to military purpuses by the occupying forces. The
Czechcslovak bourgeoisie deprived of political independence and

crowded into secundary economic positions became the obedient

servant of foreign masters and agents of German fascisn,

The Hitlerites declared the Reichasmark to be the legal
tender. They established & compulsory rate of exchange of mark
to koruna in the amount of one mark to 10 korunas. But the actual
purchasing power of the Reichsmark was equal to 5-7 korunas. The
koruna was devalued by 1/3 and this made it possible for the
usurpers to buy up Czechoslovak goods at prices 1/3 cheaper than

their actual value (Statni hospodareni za valku a po revoluci,

No 3, 1946, Prague, page 72). In addition the occupying forces

did not pay for the goods that were exported and they did not intend

to pay for them. The sums due werc entered on a clearing account
which formally was a debt pledge given by Germany. The official

@ rate of exchange of the koruna in other foreign curremncies before
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September 1340 was supported by the occupying forces at the level
of its gold parity (129.72 korunas per British pound and 29.23
korunas per American dollar in 1939; 97 .94 korunas and 28.09 korunas

respectively in 1940).

The discrepancy between the guotations of the pound and
dollar in 1939 and especially in 1940 was explained by the fall
in the rate of exchange of the former in Prague as a result of
the military situation and the striving to get rid of cash primarily

in British pounds.

The rates of exchange of the koruna in Berlin and the
imark in Prague coincides. The Hitlerites seized all the gold
and foreign currency in the National Bank of Czechoslovakia and
used the bank's rich resources converting the occupied country

into vne of its most important arsenals.

The barbarous methods of the fascist German direct and
covert plunder led the Czechuslovak monetary system to a state
of disorder. As a result of the steadily developing inflation
the koruna was almost completely daevaluated, prices rosesharply,
and the cntire national economy and goods exchange werc in a state

of disorder.

The large Czechoslovak expanditures to finance the war
machine of the occupying forces were made chiefly at the expense

of the state budget which was in a state of chronic deficit.

The tremendous budgetary deficits were covered chiefly
by issuing paper money. The channels of monetary circulation

were filled to overflowing with devalued paper money.
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Before the occupation at the end of 1837 there were 8.3
billion Czechoslovak korunas in circulation. In 1938 after the
Hitlerites had seized the border Sudetenland in accordance with
the Munich conspiracy the monetary circulation in Czechoslovakia
increased to 14.3 Czechoslovak korunas (not counting the Sudeten-

land).

After the complete occupation and partition of the
country janto the so-called Protectorate (Bohemia and Moravia) and
Slovakia the bulk of money in circulastion began to grow still more

rapidly.

INCREASE IN BULK OF MONEY IN CIRCULATION BY YEARS

w In Slovakin(z)

billion Slovak
as of the end of billion Czech korunas as of the end of korunas

In the Protectorate

1239 13.9 1938
1940
1v4l
1942
1943 1943
1944 444

April 1945 Ogtober 1945

1l -~ Statni hospoQgEeni za valku a po rcevoluci, No 3, page 73

2 -- Ibid, page 90

From 13937 until the occupying forces were routed and the
regime of the pecple's democracy was established in Czechoslovakia
the amount of money in circulation increased by more than 14 times
whereas the volume of production and trade was sharply curtailed.

As compared with 1937 the industrial production by that time had
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dropped to 55-57%, the harvest of grain crops to 43%, the number of
head of large horned cattle to 80%, hogs to 75%, and poultry to 59%,

(L. Chmela, Hospodarska okupace Ceskoslovenska jeji methody a

dusledky, 1546, Prague).

The occcupation caused inflationary glutting of the channels
cf monetary circulation with banknotes and the simultaneous curtail-
ment in the volume of production and trade led the country's

economy to complete ruin.

Under conditions of the steady rise in orices the working
population in urban areas received wages in devalued money and was
unable to purchase even necessities with them. But the working
peasantry not being able to acquire greatly overpriced industrial
goouds did not have any interest in selling produce to the urban
populaticn in exchange for the constantly devalued paper money.
The industrial and trade bourgeoisie by developing speculation
robbed the workers of urban and rural areas amassing culossal
profits from the hunger of the people. The entire brunt of the
boss methods of the fascist occupying forces and the national
bourgeoisie and the policy of inflation that they carried out
Jointly lay like a heavy burden on the working masses and pri-

marily upon the working class.

The position of the working peasantry also became extremely
bad. The occupying forces mercilessly exploited them. They trans-
ferred the land of many peasants to German colonists and to the

military high command.

The period of fascist dumination was a school of tremendous

political experience for the working class and all the workers of
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Czechosloval a. The people saw the true essence not only of the oc-
cupying forces but also of the national great bourgeoisie and laand-
lords who had betrayed the interests of their country. Neither

fascist torture chambers nor the bestial punishments of the Hitler-

ites could break the revolutionery spirit of the Czechoslovak

people which precisely at that period in the person of one of its
L]

best sons —- Julius Fucika -- showed the world a brilliant example

of fearlessness, bravery, and patriotism.

The occupation pericd like the period of existence of the
pre-Munich bourgeois republic critically posed before the working
nasses of Czechoslovakia the juestion of the further fate of the
country and the metho.s of liberating it. Led by the Comununig Party
the working class was the organizer of a broad popular movement

apainst the usurpers great bourgeoilsie, and landlords.

Inspired by the heroic victories of the Soviet Army,
Czechoslovak patriots on 4 April 1945 formed on the liberated
territory of Eastern Slovakia in the city of Kosice, the first
go.ernment of the National Front of Czechs and Slovaks which adopted

the program worked out by the Communist Party of Czechoslovakia.

On 5 May 1945 the warkers of Prague launched an uprising
against the occupying forces. Soviet troops moved to assist them
and crushed the grouping of the Hitlerites and on 9 May 1945 liber-

ated Prague.

The Czechoslovak people began to organize a new life and to
consolidate the people's democratic order using for this perpose

money as one of the economic levers.
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2. The Role of the Koruna in Constructing the Socialist Economy of

of the Country

Under conditions of bourgeois Czechoslovakia money and the
monetary system were subordinate to the demands of the eccnomic
laws of capitalism and were used to exploit and enslave the workers
and to obtain the highest profits for monopoly capital. The power
that money had over the workers was founded on the private ownership

of the tools and means of productions.

with the establishment of the dictatorship of the proletariat
in the form of the regime of the people's democracy and with the
socialization of the fixed assets of production the power of money
began to be more and noce limited. Money was converted from a
means of exploitation to a mighty lever for cunstructing a socialist

soclety.

The capitalist forms of management like the laws determin-
ing their development have lost their dominance in thée national
economy of Czechoslovakia. The main importancc has been taken over
by the economic laws of socialism whose sphere of activity together
with a growth of the socialist way of life has been steadily
expanding. The capitalist law of competition and the anarchy of
production has been replaced by the law of the planaed, proportional
development of the national econoamy; the new, socialist principle
of distribution according to labor has received development.

There has also been a change in the principal goal of production

which in people's democratic Czechoslovakia is carried out not for
the sake of extracting profits but in the interests of satisfying
the material and cultural needs of socliety as a whole. bMoney and

the monetary system are subordinate to the demands of the ecomomic
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laws cf sociaiism and are used by the state for the development of
the ecunomy and for the daily raising of the workers' standard of

living.

To a limited degree the sphere of action of the law of
surplus value extends only to the preserved capitalist forms of
the economy whose proportion decreases rapidly in the people's
dewocratic state. But as long as capitalist elements remain in
the country the money in thei. hands is used for speculation,
profit, and exploitation, that is, it serves the interests of
capitalism and harms socialiswm. The people's democratic state
through taxes, credit, price policy, and other economic measures

greatly limits the activity of capitalist elements.

Thus at the present time one still observes in Czechoslo-
vakia although to a very small extent the 2-fold naturce of the
use of money reflecting the principal contradiction of the trans-
itional period -- the contradiction between ever-strengthening
socialism and the still undestroyed capitalism. However as socialist
production increascs the sphere of action of the capitalist way of
life becumes more and more curtailed, and together with it there is
a still greater limitation in the role money plays as the means of

-apitalist exploitation and accumulation.

The bulk of the money in Czechoslovakis as in other countries
of the people's democracy 1s directed by the state toward construct-
ing the foundation of socialist economy. Here money expresses new
socialist production relations and operates not in an unplanned way,
hut as the instrument of the planned econony. They actively help
the people's democratic state to liquidate the old, capitalist order

acd the old dominating classes and to build socialism successfully.
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As distinct from the capitalist economy whose money reflects
its unplanned, uncontrollable nature the planned socialist economy
of Czechoslovakia which is free of economic crises guarantees the

stability and strength of the mcney of the new social order.

In capitalist countries during the pcriocd of the overall
capitalist crisis the putting of money into circulation is caused
not so much by the needs of the national economy as by the neces-
sity of meeting the treuwendous deficits of the state budget whose

expenses guarantee maximum profits for monopolies.

In the people's democratic state the putting of money into
circulation is determined by the planned development of the economy.
It is not linked with the meeting of expenses since the state budget
is run without deficits. In people's democratic Czechoslovakia
money is completely subordinate to the action of the ec nomic laws

of socialism, and acts as a tool they emerge in all their functions.

The fact that there are many ways of life in the economy the
necessity of developing normal links between city and country,
industry and agriculture explain the retention in Czechoslovakia
of commodity production (which has a number of qualitatively new

features), exchange, and market relations.

Money has hi-.torically been inherited and is used by the
people's democratic state as a necessary value form of social labor
expended to produce commodities. In money the value form of express-

ing economic relations is crystallized.

Under conditions of commodity production the products
which are the result of the labor of the individual producers and

which are intended for consumption by other producers necessarily
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take on the commodity form and are exchanged by means of money. As
long as different forms of property and different economic ways of

life exist the producers of commodities need commodity monetary ex-—

change by means of purchases and sales in exchange for money. Conse-

quently in pecple's democratic Czechoslovakia where there are dif-
ferent ways of life, and commodity production and commodity circula-

tion exist, money is alsoc necessary.

Under the conditions of the regime of the people's
democracy commodity production and money successfully serve the
development and strengthening of the socialist economy. In view
of the socialization of the fixed assets of production, the
sphere of commodity production and circulation, and thus the sphere
of action of the law of ialue, in the people's democratic state
are limited at the very beginning of the transition period from

capitalism to sccialism.

In contrast to bourgeois Czechoslovakia where money in
converting into capital served as a means of appropriating other
people ‘s unpaid labor and a means of exploitation in the pueople's
democratic Czechoslovaki: Republic money is used for economic
construction in the interest of the masses of the people and is
an aconomic instrument for the planning of the national economy,

accounting and control of production, and commodity circulation.

The payment of labor is effected in Czechoslovakii: in con-
formity with its quantity and quality. The workers use money to
satisfy their own personal needs. This serves as a source of
giving the workers and employees a material interest in the quanti-
tative and qualitative results of their labor and the quantitative

and qualitative indexes of Saifilling plans for production and the
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scale of output. That is why differences are retained when paying

for the labor of different degrees of skill.

The fact that the wourkers and employees have a material
interest is in Czechoslovakia not only a2 necessary condition of
the successful work of each individual member of society, but also
of each socialist enterprise whose control is carried out on the
hasis of business accountability and ccntrol of the koruna. In
the socialist economy all expenditures of enterprises operating
on the basis of business accountability and the results of their
work are reduced to a common iudsnominator. Only value and price as

its monetary expression can be this denominator.

The counsistent carrying out of business accountability and
control of the koruna helps to reveal and eradicate all kinds of
violations, non-productive expenditures and losses, and manifesta-
tions of negligence and poor business management in the use of
funds. Much attention is paid in Czechoslovakia to the introduction
of business accountability, the ability to calculate expenditures
and the results of production accurately, and the use of the law of

value,

Money is of tremendous importance in developing the Czecho-
slovak socialist trade and in increasing the volume and improving
the quality of work in the trade system. When spending their monetary
income the workers control with the koruna the quantity and quality
of work of the trade system. By demanding commodities of high
quality and great variety the consumer forces the trade organizaticas

to fight to improve the quality of production produced by industrial

enterprises.
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The monetary form is used to calculate and distribute the
national income of the Czechoslovak Republic and to reflect its
state budget and the activity of the credit system and all the

branches of the ecunomy.

Money is used as a means of uniform expression of the ex-
penditures of social labor in the entire national economy as an
important means of accounting and control over the course of ful-
fillment of the national economic plans for production and the

distribution of p:oducts and over domestic and foreign settlements.

Under the regime of the people's democracy the functions
of money also change fundamentally as compared with capitalism.
M ney fulfills primarily the function of measuring the value of
commodities, that is, it serves as the measure of the social labor
cmbodied in the commodities. It can fulfill the function of a
measure of value because it is itself o commodity possessing a
definite value. For example the Czechoslovak koruna has a fixed
gold content of 0.123426 ¢ of pure gold. Banknotes issued by the
state bank and the treasury serve as representatives uf gold. In
the function of a measure of value moncy is used in the socialist
sector of the national economy of Czechoslovakia to account for
and keep control over the activity of sccialist enterprises. Mone-
tary accounting is a means of planned governmental direction and

control over the course of production.

In the function of a measure of value the people’s democratic
state uses money when planning prices. At the basis of establishing
prices lies the value of the socisl product. Proceeding from the
sccial costs of production and in conformity with the demands of the
economic laws of socialism, the state can set prices of individual

commodities higher or lower tham their value.
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The planned maneuvering of prices helps to inculcate ad-
vanced equipment in the Czechoslovak industry and agriculture, to
1imit the use of raw material in short supply (particularly
imported), to influence in the necessary way the development of
the agriculture, the structure of the commodities consumed hy

the workers, etc.

Using money in the function of a measure of value, the
state, helped by a price policy, renders the regulating influence
upon the private market. Concentrating in her hands in ever
greater amounts the masses of commodities put into commodity cir-
culation at planned prices the pecple's democratic state has an
influence upon the level of commodity prices developing on the un-

organized markct.

Commodities are bought and sold in monetary form. In this
process money acts as a means .f commodity circulation. In this
function it is used by the state for the planned circulation of
commodities at planned prices among socialist enterpriscs and for
selling commodities to the population through the trade system.
In this function money guarantees the contimity of the production
process and actively influences the processes of production and

circulation.

Under conditions of the many ways of 1ife in the C:zecho-
slovak economy the exchange of goods of personal consumption 1is
made up of commodities produced by state and cooperative enter-

prises and commodities produced by private enterprises. The entire

volume of the public monetary mass is not used by thea to purchase

goods in the state and cooperative system. A definite amount of

money is expended to purchase goods at the market at the prices
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which have developed there. Consequently some part of the social
labor is appropriasted by capitalist elements with the aid of the
function of money as a means of circulation. a Small part of the
total monetary mass is used for conversion into capital. But the
state renders a definite regulating influence upon the unplanned
conversion of commodity into money or money into commodity by

means of a price policy which greatly limits these opportunities

for converting money into capital.

In addition to the functions of the measure of value and a
means of circulation money also fulfills the function of a payment
means in the people's democracy. Workers and employees receive
veges in money in accordance with the quantity and quality of ex-
pended labor and money 1s used for credit and financial links and
all kinds of payment relations in the national economy. When paying
wages the state through the bank controls the work of socialist
enterprises. The bank issues monetary funds to the enterprise to
pay wages according to the rate to which it has fulfilled the pro-

duction plan.

As a means of payment money serves the settleusiits between
eaterprises and organizations; for the most part these settlements
arc made in non-cash form. In the same function money is used by
the state to mobilize the public funds through tax levees and the

Systom of savings banks and State credit,

By means of the tax Systex the state exerts a definite in-
fluence upon the development of the socialist forms of the economy
and combats capitalist elements. The country's tax legislature
anticipates the use of progressive rates of taxation of large-scale

incoae, capital, and property belonging to capitalists and merchants.
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One of the important functions of money in a society build-
ing socialism is its function as a means of social accumulation and
the workers:® savings. State and cooperative organizations keep in
banks the monetary funds formed by way of amortization deductions,

profit accumulation, ectc,

Monetary income and the temporarily free monetary funds of
state enterprises and organizations are directed toward socialist
construction and toward satisfying the material and cultural needs
of the people. As @ result of the rise in the workers' standard
of 1living there is an increase in th. monetary savings which they
are keeping in savings banks and which is be;ng used teaporarily

by ithe state.

In this function money also serves the capitalist elements

for accumulation and savings.

The movement of uoney in the process of its fulfilling

these functions forms the monetary circulation in Czechoslovakia.

The theory of the founders of Marxis:-Leninism concerning
money. together with many years of experience in the use of money
in socialist construction in the Soviet Union shows that an
“conomy founded upon Bocialist property cannot develop and move
ahead without the datly increasing of the role of money and the
~trengthening of monetary circulation. Guided by this the Communist
Party and the people's democratic government of Czechoslovakia have
carried out a number of measures aimed at strengthening the country's

monetary circulation.
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3. The Monetary Reform of 1945, Measures to Strengthen Monetary

Circulation at the First Stage ia the Development of People's

Democratic Czechoslovakia

The Koshitskiy [sic] government program published on 5 April

1345 reflected for the first time in his tory the most vital needs

of the workers.

As one of the most important tasks this program set forth
profound socioeconomic reformss the agrarian reform, the confisca-
tion of the property of enemies and traitors of the people, and the
establishment of national control of this property; the state direc-—
tion of key branches of the national economy; tho Strengthening of
national committees as organs of the state authority of the people
in the outlying districts; the guaranteeing of the workers' broad
political freedom and independence; and the complete strengthening

of friendship with the Soviet Union.

On the demand of the Communist Party the government of the

National Front alsoc began to systematize monetary circulation.

During the war and the period of fascist occupation the
channels of menetary circulation in Czechoslovakia were filled to
overflowing with a vast mass of surplus money. Inflation grew at
rapid rates in the country. As a result of the bossing methods of
the occupying forces the national economy was in a state of complete
disorder. The volume of industrial and agricultural production was
sharply curtatled and 83 a result of this there was also a reduction
in the commodity circulation. This aggravated the inflation still
more and led to the sharp devaluation of the koruna. At the same
time monetary circulation was greatly littered with substitute bank-

notes: 1in addition to the so-called korumas of the Protectorate
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and Slovak korumas the money in circulation included German marks,

Hungarian pengos, Polish zlotys, etc.

The inflation doomed the Czechoslovak masses of the people to
severe deprivations and starvation. The severe drop in the pur-
chasing power of the koruna as a result of its devaluation caused a
colossal growth in prices, primarily of mass consumer goods. This
lowered the real wages of the workers and employees and the income
of the working peasantry. Inflation disrupted commodity turnover
between the urban and rural areas and created a break between the
prices of industrial goods and farm produce (to the detriment of

the working peasantry).

The exploiter classes received tremendous pr.fits and
speculation increased. The inflation disrupted the normal function-
ing of industrial enterprises and the calculation of prices and
capital investments was made extremely difficult, trade dropped

sharply, and the importance of tiue black market increased.

The devaluated banknotes continued more and more tc lose
their role as a measure of value and as a result goods turnover

in kind became widely developed.

Under these conditions it was possible to restore the
national economy which had been destroyed by the war and cccupation
and to ease the deprivations of the workers only by systematizing
monetary circulation. Omn the other hand the successful restoration
and development of the national economy and, thus of commodity
turnover, served as an important factor for strengthening monetary
circulation. Therefore the fundamental rejuvenation of monetary
circulation, the creation of a stable currency, and the construction
of & new credit and monetary system were the urgent task of the

people's authority.
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and Slovak korunas the money in circulation included German marks,

Hungarian pengos, Polish zlotys, etc.

The infistion doomed the Czechoslovak masses of the people to
severe deprivations and starvation. The severe dron in the pur-
chasing power of the koruna as a result of its devaluation caused a
colossal growth in prices, primarily of mass consumer goods. This
Jowered the real wages of the workers and employees and the income
of the working peasantry. Inflation disrupted commodity turnover
between the urban and rural arcas and created a break between the
prices of industrial goods and farm produce (to the detriment of

the working peasantry).

The exploiter classes received tremendous pr.fits and
speculation increased. The inflation disrupted the normal function-
ing of industrial enterprises and the calculation of prices and
capital investments was madc extremely difficult, trade dropped

sharply, and the lmportance of ti:e black market increased.

The devaluated banknotes continued more and more to lose
their role as a measure of value and as a result goods turnover

in kind became widely develouped.

Under thesc conditions it was possible to restore the
national economy which had been destroyed by the war and cccupation
and to ease the doprivations of the workers only by systematizing
monetary circulation. Omn the other hand the successful restoration
and development of the national economy and, thus of commodity
turnover, served as an important factor for strengthening monetary
circulation. Therefore the fundamental rejuvenation of monetary
circulation, the creation of a stable currency, and the construction
of a new credit and monetary system were the urgent task of the

people's authority.
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It was an extremely complicated matter to carry ocut monetary
reform in an environment of ecounomic ruin, disorder of commodity
turnover, budgetary deficits, and the active resistance and sabotage

of the reactionary elements. But the working masses under the

lcadership of the Communist Party of Czechoslovakia, overcame these

obstacles.

Monetary reform was carried out on the basis of fundamental

revolutionary socioeconomic reforms and simultanecusly with them.

The agrarian reform even at its very first stages greatly
undermined the domination uf the landlords and opened up the path
for the broad develupment of agriculture and the steady growth of

agricultural production.

The nationalization of large-scale industry, mines, transport,
and means of communication in addition to liquidating the domination
of the moncpolies concentrated in the hands of the national authority
the fixed assets of production and the vast bulk of industrial produc-

tion directed into the sphere uf circulation.

The nationalization of joint stock banks transferred to the
state an apparatus for monetary circulation, settlcments, and
crediting. The nationalized banks with their monetary resources

were placed at the service of the people.

The nationalization of large-scale commercial Joint stock
banks also had another great importance for monetary circulation
and for stabilizing the koruna. These banks acted as owners of
the bulk (60%) of own capital of the National Bank of Czechoslovakia.
When they were nationalized the National Bank of Czechoslovakia trans-

ferred completely into the hands of the state. Thus the ceutral
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emission institute in the country was turned toward fulfilling tasks
being solved by the people's democratic state in the field of mnonetary

circulation.

Thus the possessicn of the economic command heights by the
people's democratic Czechoslovakia served as the firm basis for the
monetary reform. In the course of preparing and carrying out this
mbmths&%cuﬂ“ouanm%rdimwm“emecmd
finance measures. In order to provide the population with products
of primary necessity and to regulate the demand for them the ration
card system was retained but speculation, hoarding, and the accumu-
lation of commodity reserves were firmly prosecuted. In order to
reduce the budgetary deficits the economy of state funds was intro-
duced and the increasing of budgetary income was assisted by raising
the rates of taxation on the profits of capitalists, the introduc-
tion of a property tax and a tax on increase in proportion during

the pericd of the war and the fascist occupation, etc.

By the decree of 18 October 1945 "The Restoration of the
Czechouslovak Currency,” it was announced that beginning on 1 November
1945 the principal payment means in the Czechoslovak Republic was
to be the new Czechoslovak koruna the gold content of which was
fixed at 0.0177734 g of pure gold. Every person had the right to
exchange old money for the new in amounts up to 500 korunas at the
rate of one to one. Sums greater than 500 korunas were accepted by
credit institutions onto special accounts and were blocked for a
definite length of time. Deposits made earlier in the old banknotes,
securities, insurance policies, and foreign currency were also
blocked on special accounts in credit institutions. The sum of

isolated deposits at the end of 1945 was about 254 billion korunas.
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(J. Oliva, Financni sousiava SSSR a lidove demckratickych republik

se zvlastnim zretelem k peneznictvi, prvni cast, No 2, 1950, Prague,

page 75).

The issuing of money from the blocked accounts was authorized

in exceptional cases and within limited amounts only to perscns who

did not have other sources of existence. Industrial and trade enter-
prises, and state institutions received from the blocked accounts the
necessary sums in new money in amounts which did not exceed the

monthly wage fund for workers and employees. The working capital was
granted to state industrial and trade enterprises by way of credit at

a lowered rate of interest.

The implementation of the law issued 15 March 1946 concerning
the tax on property and increase of property helped greatly to reduce
the sum of the blocked deposits, since the payment of the tax was

charged to them.

In July 1947 the Liquidation Currency Fund was created; credit
institutions transferred to it all their obligations on blocked
deposits (as of 31 August 1947). The fund became the sole institu-
tion in charge of ail problems linked with the blocked deposits.

The assets of the fund were made up of: sums accruing from the tax
on property and increase of property and from the sale of confiscated
property; the value of property of nationalized enterprises for
which recompense had not been paid (for example, the property of
fascists and enemies of the Czechoslovak people); and an annual

subsidy stipulated by the budget.

The creation of the Liquidation of the Currency Fund was of
great importance for the country's entire credit monetary system.

First of all the unblocking of deposits did not increase emissions,
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since it was done only at the expense of and within the‘iimits of
the real assets in the fund. Secondly after transferring to the
fund the obligations on blocked deposits, the National Bank received

the complete opportunity of engaging in its own direct operations.

In the course of the reform monetary circulation dropped

from 120 billion korunas to 24.0 billion korunas (these sums also
include funds on endorsement accounts in the National Bank which
came to: 2.2 billion korunas in 1845, 10.1 billion korunas in
1946, and 7.3 billion korunas in 1947). But after the reform the
putting of money into circulation soon began again to increase
sharply. At the end of 1945, 30.4 billion korunas were circulating
in the country. During 1546 the monetary circulation increased to
56.6 billion korunas and continued to grow, reaching 69.0 billion

korunas by the end of 1947 (National Bank of Czechoslovakia, Bulletin

11, 1948, Prague, page 198),

How is this explained?

The 1945 monetary reform was an important measure to
systematize monetary circulation and stabilize the korunma. It
created a definite basis for the restoration and further develop-
ment of the national economy, helped to adjust and increase commodity
turnover between the urban and rural areas, and to strengthen the
union between the working class and the working peasantry, and con-
tributed to the use of money against capitalist elements with the
aim of the socialist re-organization of the economy. The monetary
reform rejuvenated the entire economic life of Czechoslovakia. It
was carried out with a consideration of the interests of the broad
masses of the workers, contributed to the growth of their real wages,

and was directed against the exploiter classes.
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However this reform was unable completely to guarantee the
stability of the koruma since it was impossible to restore rapidly
the national economy that had been destroyed by the fascist cccu-
pation and the socioeconomic reforms did not yet touch that part of
the bourgeoisie which held in its hands enterprises with fewer than
500 workers, merchants in retail commodity turnover, or rich

peasants in agriculture.

The wide-scale unblocking of deposits by way of governmental
orders for state and social organizations and for the needs cof in-
dividual citizens (in event of sickness, for instruction, etc) also
had an influence upon monetary circulation especially since there
were many abuses of these orders. In different combinations re-
actionary political parties attempted to unblock deposits in large
sums for the use of the bourgeoisie. Reactionary officials of which
there was no small number in credit institutions by using the official
position also contributed to the illegal unblocking of accounts of

capitalist elements in amoup s f tens of billions of korunas.

The monetary reform was carried ou: ut that time when the
reactionary elements still had their representatives in goverament
and were using all methods to undermine the measures of the people's
authority. For example the 1945 monetary reform withdrew from cir-
culation only part of the capital of the bourgeoisie; the latter
kept large-scale matorial and monetary assets which were used for

all kinds of speculative mechinations.

Because of all these factors the reform did not create a

solid basis for the stabilization of monetary circulation.

Sanitized Copy Approved for Release 2010/10/04 : CIA-RDP81-01043R001000010011-3



I.IIIII1IElIIIIII-IIIIIIIIIIIIIIIIIIIIIIIII.I
Sanitized Copy Approved for Release 2010/10/04 : CIA-RDP81-01043R001000010011-3

-4

The situation was also complicated because of the fact
that simultaneously with the process of removing old money from
circulation and issuing new money the state establizhed prices
corresponding tc the purchasing power of the koruna which had in-
creased after the reform. This fact was used by manufacturers
and merchants who had built up large stocks of goods at their
warehouses and who refrained from selling them in exchange for

pre~rcform korunas.

By bribing reactionary officials the speculators frequently
received goods at state prices and by selling them made tremendous

profits thus undermining the work of the people's enterprises.

The prices of farm produce on the market rose especially
rapidly. The growth of industry and the urban population kept
increasing the demand for farm produce and raw material, but agri-
culture lagged behind the high rates of development of industry.
Because of the poor work of procurement organizations, the state
was unable to concentrate in its hands a sufficient quantity of farm
produce to provide for the supply of rationed items to the urban
population. The workers and employees were forced to spend a con-
siderable part of their wages to purchase products from speculators.
The rural capitalist elements that controlled a large guantity of
farm produce deilliberately refrained from selling them and inflated
the prices. As a result a considerable amount of money collected
in the hands of the rich peasants and specuiators. Thus the
capitalist elements i{n urban and rural areas weakened monectary

circulation and undermined the purchasing power of the koruna.

Capitalists also received large profits from foreign trade

which at that time was in private hands.
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The deficit on the state budget also had a negative influence
upon the growth of monetary emission. During the period from 1346
through 1948 the state income did not cover the expenses that had
risen sharply as a result of the large~scale appropriations to restore
the national economy that had been destroyed during the war and the

period of fascist occupation.

DYNAMICS OF INCOME AND EXPENSES ON STATE BUDGET FOR 1946-1948(1)
1946 1947 1v48
Income 37.8 48.4 56.9
Expenses 64.0 76.3 67.0
Deficit -26.2 =-27.9 -10.1

1 -- J. Dolansky, Vyklad k rozpoctu na rok 1947, c. 1, na rok 1949, No 6.

The necessary prercquisites and basis for the successful
stabilization and Strengthening of the koruna werc created at the

first stage in the de.elopment of people's democratic Ccechoslovakia.

i. Monetary Circulation at the Second Stage in the Development of

People's Democratic GCzechoslovakia

The second stage of the people's democratic revolution in
Czechoslovakia began after the reactionary elements which attempted
in February 1948 to carry out a state coup were defeated. The state
authority was transferred completely into the hands of the dictator-
ship of the working class in the form of the regime of the people's
democracy. Under the leadership ¢f the Communist Party and the
renewed government of the National Front the country entered onto a

broad path of socialist reforms.

The-Ninth Congress of the Communist Party of Czechoslovakia
which was held in May 1949 set down as the general party line the

construction of socialisa in the country. The congress presented
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before the workers the task of carrying out by means of socialist
industrialization the re-tooling of industry and primarily of
creating a large-scale heavy industry. Tasks set down in agri-
culture includeai the socialist re-organization of the rural areas
on the basis of the steady strengthening of the union between the
working class and the working peasantry and the transition from
unprodiictive, dispersed agriculiural production to large-scale co-

operative socialist production.

The path of development onto which Czechoslovakia entered
when carrying out the decisions of the Ninth Party Congress was
prepared by the entire preceding period. By the end of the Ninth
Congress the country had already restored industry, transport, and
means c¢f communication. After the completion at the second stage
of fundamental socioeconomic reforms the socialist way of life
becaiie the predominant one in all branches ¢f the economy with the

exception of agriculture.

Under conditions of the severe struggle against rich
peasants the working peasantry supported by the working class
gradually began to change over to the collective forms of agriculture

to large-scale cooperative socialist production.

The growth of the socialist way of life which became the
predominant one in the national econony created a solid basis for

the planned running of the economy and for long range planning.

In October 1948 on the proposal of the Communist Party the
National Assembly adopted the Law concerning the Five-Year Economic

Plan for the Development of Czechoslovakia in 1949-1953.
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The volume of capital investments according to the Five-Year
Plan was set at 336.2 billion korunas, including 1,319 billion
korunas in indusiry, 52.5 billion in transport, 25.8 in agriculture,

3.3 billion in housing construction, and 28.6 billicn in soacial

welfare, public health, and culture (Pervyy pyatiletniy plan razvitiya

narodnogo khozyayst.a Chekhoslovakii [First Five-Year Plan for the

Development of the National Economy of Czechoslovakia ], Publishing

House of Foreign Literature, 1950, page 188).

After the Ninth Congress an unprecedented labor upsurge began
throughoi't the country. The wcrkers' socialist competition began to
develop more and more widely. For cxample the number of competitors
on the eve of the congress were 250,000 and after the congress 349,000.
There also was an increase in the number of production innovators whose

suggestions were put into use. As a result labor productivity increased.

The plan of the first year of the five-year plan wvas fulfilled
by 1Q:.8%. The results of fulflllment of the first year of the five-
year plen showed that it was necessary tu accelerate the re-organiza-
tion of industry especially heavy machine building and those branches
of production which did not depend upon the import of raw material from

capitalist countries.

The February Plenum of the Central Committee of the Communist
Party of Czechoslovakia in 1950 adopted a decision to accelerate the
re—organization of industry which had been set down by the five-year
plan and to increase the production assignments considerably. In con-
nection with this the ratio of 66:50 which the five-year plan estab-
lished between the production of producer goods and consumer goods

was replaced by the ratio of 88:50.
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In the field of agriculture there was a tremendous shift
toward the formation of cooperatives. By 1950 uniform agricultural
cooperatives of various types alrcady cexisted in c.ery other vil-
lage in the republic. The socialist way of life in agriculture
encompassed 22% of the total arable land. The production of agri-
culture increased by 14% in 1949 and 1950. For certain crops the
increase in production was more rapid than had been foreseen by
plan. For wheat, ocats, and flax the level originally planned for

1953 was reached in the end of 1950.

There was a considerable rise in the public's standard of
living. The wages of workers and cemployees in industry increased
by 20% in 1950 and the incume of peasants by 19%. There was also
an increase in goods turnover. In 1950 therc were 10-50% more
food products sold than in 1948, 21% more textile goods, and 48%

more ready-to-wear clothing.

In 1849 the income of the state budget of Czechoslovakia
began to exceed the expenses and this attested to the strengthening
of the country's financial might and contributed to stabilizing

and strengthening of money and monetary circulation.

The issuing of banknotes after the 1945 reform as has al-
ready been stated increased rapidly. By the end of 1948 the amount
of money in citcmlation was 73.0 billion korunas. Different
factors influenced the growth of the monetary mass. First of all
at the second stage large sums were needed to finance the
nationalized industry, wholesale and retail trade, and this
increased the expenses of the state budget. However state enter—
prises were unable immediately to become a large source of income

for the state budget. The fact that tradesmen and the prosperous
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peasantry curtailed their production also had an influence upon

monetary circulation.

By the end of 1949 monetary circulation had decreased and
amounted to 71.1 billion korunas. This showed the positive effect
of the successful fulfillment of the first year of the five-year
plan in the sphere of production and commodity turnover, the com-
pPletion of nationalization, ti. growth of the socialist way of life
in production, and the budget income from it, the liquidation of
the budgetary deficit and the drawing off of excess cash into the

cash offices of the National Bank.

By the end of 1950 the mass of money in circulation amcunted
to 77.8 billion korunas. The slight increase in its volume was
caused by procurements of farm produce frowm the peasants with indi-

vidual farms and by the increase in the wages of woerkers and employees.

Monetary circulation increased sharply in the first half of
1951, as a result of the large expenditures linked with the fulfill-
went of the assignments of the First Five-Year Plan. As Jaromir
Dolansky pointed out in his speech at the Conference of the Communist
Party of Czechoslovakia in June 1956 these assignments were "solved
under conditions of the broad and rapid industrialization, the
overcoming of considerable difficulties in agriculture, and the
struggle against the imperialist embargo, when many efforts had
tc be directed toward overcoming the resistance of the remainder of
the exploiter class, when the ration card system which had weakened
the use of the main motivating forces of the socialist running of
the ecoaomy was still in effect and when in addition an excess amount
of banknotes were in circulation.” The successful fulfillment of

the plan for the third year of the five-year plan, the steady growth
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of industrial production and mass consumer goods, the increasing
of commodity turnover, and the establishment in July 19251 of com~-
modity prices in accordance with the income of the population made
it possible in a planned way to rsduce the monetary mass in circu-
lation and tc achieve a state in which by the end of the year, it

was below the 1850 level.

The putting of money into circulation in 1952 with the
great rise in industrial production and commercial output remained
at approximately the 1951 level. All this attested to the stability
of the koruna which was used to finance tremendous capital invest-
ments in the national €conony according to the five-year plan and
which acted as a means of controlling the measure of labor and
measure of consumption, the means of socialist accumulation and

tusiness accountability.

During the course of the fulfillment of the five-year plan
therc was a steady development of the country's productiie forces
and a steady rise in the workers' standard of living. During 4
years of the five-year plan that is from 1949 through 1952 the gross
production of industry as a whole iacreased by 82% more than doubling
the 1937 level. The Eross production of heavy industry increased by
108% during those years. The average yearly increase in industrial

production was 16% (2Za prochnyy mir, za narodnuyu demokratiyu! [For

Lasting Peace, for the People's Democracy!], 3 July 1983).

Beurgeois Czechoslovakia which was shaken periodically by

economic crises could not even dream about such a growth. During

the 4 years of the five-year plan the production of black coal
increased by an amcunt that under the rule of the capitalists had

beenr achieved in 24 yoears (frca 1813 through 1937). The nroduction
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of brown coal increased by 9 million t in 4 years whereas during the
years 1913-1937 it dropped by approximately 5 million t. The produc-
tion of electric power in 1952 surpassed the 1937 level by 2 3/4 times

and steel by 61%.

By the end of 1852 half the villages in the republic had
uniform agricultural cooperatives of higher types. The fields were
cultivated by 25,000 tractors and 700 combines. The number of head
of livestock surpassed the 1937-1938 level. The number of head of
large horned cattle increased by 2% and hogs by 55%. The harvest’
yield of grain crops per ha surpassed the average har.est yield for

1934-1938.

Thanks to the successful development of the productive forces
the country's national income in 1952 increased by 50% as compared
with the prewar national income. Three-fourths of the national
income in 1952 were directed toward satisfying the personal material

and cultural needs of the workers (ibid, 5 June 1553).

The rapid development of the ec nomy of people's democratic
Czechoslovakia is assisted by the steadily developing ccounomic col-
iaboration with the states of the socialist camp. the share of which
in the Czechoslovak foreign trade since 1946 has increased from 20%

to 70% (ibid, 3 July 1953).

Successes in the construction of socialism, particularly the
successful fulfillment of the assignments of the first 4 years of
the five-year plan and the tasks of the further growth of the national
economy and the steady rise in the people‘'s standard of living re-
quired a still greater strengthening of the koruna and an increase

in its purchasing power with the simultaneous abolition of the
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raticn card system of supply and the transition to developed trade ac-

cording to uniform retail prices.

The necessity of the new munetary reform was caused by the
fact that the 1845 reform did not eliminate all the consequences of
the fascist occupation and World War II in the field of monetary cir-
culation. In 1948 the capitalist elements in urban and rural areas

continued to accumulate tremendous pi'ofits.

The great amount of momey in circulation after February 1948
hindered the government'‘'s measures in supplying the population, in
strengthening labor discipline, in carrying out a system of econony,
etc and lowered the purchasing power of the koruna. The 1953 mone~

tary reform put an end to this.

The decree of the government and the Central Committee of the
Communist Party of Czechoslovakia dated 30 May 1953 and titled
"Carrying out of Monctary Reform and the Abolition of the Ration

Card System in Czechoslovakia, ' states: "

-.. the monetary reform
will increase the purchasing puwer and strengthen the rate of ex-
chan;¢ uf the Czechoslovak koruna. The new koruna will be converted
to a gold basis. It no longer will depend upon the American dollar
which is a currency that has been subjected to the influence of de-
pressions and whose purchasing power is steadily falling. From now
un the rate of exchange of the koruna will be linked with the most

stable currency in the world -— the Soviet ruble” (Rude pravo, 31

May 1953).

The law of the monetary reform established the gold content

of the Czechoslovak koruna at 0.123426 g of pure gold.

The purchase price of gold at the State Bank of Czechoslovakia
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was established in the amount of 8 korunas per g of pure gold. The
ratio of the koruna toc the ruble was 1.8:1, that is, one koruna 80
hellers was equal (according to parity) to one ruble. With respect
to other foreign currencies the State Bank of Czechoslo.akia estab-
lished a rate of exchange for the koruna on the basis of their gold
content or their rate of exchange. In accordance with the law con-
cerning the reform after 1 June 1953 new banknotes were put into
circulation: those issued by the State Bank in denominations of
100, 50, 25, and 10 korunas; and treasury banknotes with nominal
value of 5, 3, and one koruna and metal coins .alued at 25, 10, 5,

3, and one heller.

The old banknotes in circulation were compulsorily exchanged
for new ones. The exchange uf cash was done by institutions of the
State Bank in the following proportion: for citizens who did not
make use of hired labor up to 300 korunas per person at the rate of
5 old korunas for each new onec, that is, taking into consideraticn
the change in the scale of prices without any rebate and more than
300 korunas at the rate of 50 old korunas for each new one, that lis,
with a 10-fold rebate; for other citizens at the rate of 50 old

korunas for each new one.

The decree concerning the monetary reform also envisaged
the revaluation of all deposits of the population in the country's
credit associations.

RATE OF REVALUATION OF THE POPULATION'S DEPOSITS(I)

Amt of deposit Rate of exchange (mo of
(No of korunas) old korunas for each new

Up to 5,000
5,000-10, 000
10,000-20, 000
20,000-50, 000

more than 50,000

1 -- Rude pravo, 31 May 1953
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Operating and settlement accounts of state organizations
and uniform agricultural cocoperatives of higher type were revaluated

at the rate of 5 old korunas for cach new one.

The revaluation of zccounts in other organizations was done
according to the following principlce: for sums guaranteeing the
normal activity of the organization (but not wmore than the wage
fund for the preceding month), a rate of 5 old korunas for each new
one was e¢stablished; for the remaining sum 50 old korunas for each
new one. The accounts of foreign representations in the State Bank
cf Czechoslovakia were revaluated at the rate of 5 old korunas for

each new one.

The wages of workers and employcees, pensions, grants, and
income of peasants from selling farm produce to the state were paid
in new banknotes without rebate at the rate of 5 old korunas for

each new one.

The munetary reform and the abolitiop of the ration card
system which had existed in the country for 14 years were met with

great satisfaction by the workers.

The monetary reform played a tremendous role. It gave the
national economy of Czechoslovakia a stable and strong koruna,
increased its purchasing power, made it possible to abolish the
ration card system and to guarantee that the workers would be
supplied according to the principle ''to each according to the

labor expended.’

The ration card system did not stimulate the growth of labor
productivity. This took place because itlowered the importance of

the mouetary form of wages and &s & result of the high prices on the
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commercial market did not make it possible for the worker to sense
a higher wage to the sufficient extent. Om the other hand the
ration card system guaranteed a comparatively high standard of

living for negligent workers.

The monetary reform made it possible on the basis cof a
stable koruna to develop widely socialist trade and commodity
turnover between the urban and rural areas. The fixed uniform
retail prices helped the further rise in the purchasing power of
money. This was especially important for the uniform agricultural
cooperatives, small-scale and middle peasants who in exchange for
compulsory deliveries of farm produce to the state and for farm
produce delivered in excess of the assignment, received a stable

full value koruna.

The monetary reform created the prerequisites for the
correct payment of labor according to its quantity and quality,
and for the cunsistent introduction of business accountability,
econouy measures and other measures of the people's democratic

sitate. Thus it contributed to strengthening the national economy .

The reform corresponded to the vital interests of the
working nation. It was the stimulating factor in its creative

labor and assisted in the further rise in its standard of living.

The monetary reform considerably increased the role of
money in Czechoslovakia's national economy in all its inherent
functions, increased the koruna's control over production and the
sale of output, and helped the further strengthening of business

accountability and system of economy.
There was an increase in the importance of money as a means
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of control over social production and the distribution of products

and an increase in all monetary functions.

The strengthening of the functions of money as a measure of
value manifested itself in the elimination of the multiplicity of

prices and in the establishment of uniform wholesale and retail prices.

The transition to developed trade at uniform prices without
ration cards increased the role of money as a means of circulation.
Thanks to the increase in commodity turnover there was a great
increase in the commodity security of the koruna. There was also
an increase in its importance in the hands of the consumer as a
means of controlling the work of trade organizations and in the
hands of the trade organizations as a means of controlling the

quality and variety of industrial ocutput,

The role of money increased in developing socialist trade,
in the more rapid bringing of goods to the consumer, and in the
effect that the state had upon the unorganized market. There was
an increase in the importance of the function of money as a means
of payments used by the finance credit system to intensify the

control of the koruna in the national economy.

After the monetary reform there was an increase in the
degree to which the workers had a material interest in the growth
of labor prouductivity and in better and more correct organization
of labor at the enterprises. The abolition of the ration card
system of supply increased the importance of money as a very im-

portant means of distribution according to labor.

The monetary reform, the adbolition of the ration card system

of supply, and the transition to extemnsive trade are brilliant
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testimony to the corcern shown by the Communist Party and the
government of Czechoslovakia toward the maximum satisfaction of
the constantly growing needs of the workers. Simultaneocusly the
reform struck a blow at the capitalist and speculator elements in

the urban and rural areas.

w¥ith the abolition of the.ration card system for £&od and
industrial goods the country took the path of extensive trade at
uniform state retail prices instead of the previously existing
standardized, commercial, and the so-called old uniforum prices.
The commercial prices of foodstuffs were lowered an average of 31%
and industrial goods, 37%; uniform prices of goods which had been
sold without ration cards were lowered an average of 7% (Eg

prochnyy mir, za nafodnuyu demokratiyu!, 3 July 1353).

Because of the increase of prices of certain standardized
goods, there were increases in the wages of the bulk of the workers
and employees, pensions, grants to families with many children, etc.

The procurement prices of certain farm products went up by 24-46%.

The lowering of the commercial prices of food apd industrial
goods, the increase in the wages of workers and employeges and of
procurement prices for certain farm products considerably increased
the real wages of the workers and employees and the income of the

poasants.

The average wages per worker as compased with the prewar
le.el increased by more than 50%, but the prices of mass consumer
goods inoreased by just one—-third. The payment for municipal and
everyday services fell to 50% less than the prewar paymsnt. As a
result the real wages sur,assed the prewar level by more than one-

fourth.
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The purchasing power of the koruna after the monetary
reform and the abolition of the ration card system increased con-—
siderably as attested to by the following data:

Amount that could Amount that could
be purchased on the be purchased at
unstandardized mar- uniform retail prices
ket for 1,000 for 200 korunas after
korunas before the the reform
reform
(all in kg except eggs)
Rice 7.10
Granulated sugar
Butter
Canned meat
Jerked smoked sausage

Frankfurters

Eggs

The successful fulfillment of the First Five-Year Plan for the
development of the national ceconomy had a favorable influence upon
the further expansion of commodity turnover, the strengthening of

the koruna, and the increase in its purchasing power.

During the years of the First Five-Year Plan the output of
industrial production more than doubled. The production of producer
goods increased 2.5 times, and its proportion in industrial produc-
tion increased from 56% in 1948 to 63% in 1953 (E!E!ﬂﬂ- 24 January

19584).

During the years of the five-year plan there was also an
increase in the production of consumer goods. Nineteen percent
more cotton and woolen fabrics were produced in 1983 than in 1948,

49% more linen and semi-linen fabrics and 28% more sugar.
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Labor productivity in industry increased by €4% during the

years of the five-year plan (A. Khachaturov, Op. cit., page 71).

On the basis of the increase in the production of producer
goods and consumer goods  the increase in labor productivity and the
reduction of the met cust of production, the Communist Party and the
people’s democratic government lower prices, expand commodity turn-
over, and daily strengthen the monetary circulation. The workers
¢? Czechoslovakia received a great saving from the reduction of
prices. For example as a result of the frequent lowering of uni-
form state retail prices from June 1953 through April 1954 the popu-
lation of Czechoslovakia saved 10.3 billion korumnas a year. In
addition there were reductions in the prices of repairing household
appliances and of other services and this gave the population an

additional saving in the amount of 280 million korunas.

Oon 1 April 1955 the fourth reduction in retail prices was
carried vut for more than 16,000 types of food and industrial goods
thanks tc which the population saval 1.3 billion korunas a year (Za

rrochnyy mir, za narodnuyu demokratiyu!, 1 April 1955). Om 1 April

1956 retail prices of mass consumer goods werc lowered for the fifth
time. As a result of this reduction the saving gained by the popu-
lation will be 2.1 billion korumas a year. The lowering of retail
prices affects more than 22,000 food and industrial commodities

(Rude pravo, 31 March 1956).

The lowering of prices considersbly increases real wages
and thus contributes to the further rise in the workers' standard
of living. In Czechoslovakia the national consumption of food and
industrial goods has increased. In 19564 tho average meat consumption

per capita was 37% more than in 1936, sugar 17%, ©ggs 23%, wheat flour
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67%, and cheese 79%. During the years of the First Five-Year Plan
the populaticn bought 946,000 radio receivers, 748,000 bicycles,

138,000 motorcycles, and 144,000 sewing machines.

The Czechoslovak people will achieve a still higher standard
of living by implementing the majestic program of the Second Five-

Year Plan (1956-1960).

During the Second Five-Year Plan the overall volume of
industrial production will increase by 50%, including the production
of producer goods, 57%; and the production of consuncz goods, 40%.
Black coal production will be increased by 26% and by 1960 will
reach 29.3 million t a year. The production of brown coal will be
increased by 49%, and coke by 23%. The production of electrical
power will increase by 68% and reach 25.34 billion kw. Production
of iron ore will increase by 4%, cast iron by 60%, and steel by

46%.

The principal growth of production goods will as formerly
be the basis for the expanded reproduction and will contribute to
the development of the national economy on a firm and healthy
basis which will make it possible as Comrade V. Siroky pointed out
in his report to reduce to the minimum the disproportion which

still exists in the development of individual branches of the

Czechoslovak economy. The leading role in the Second Five-~Yeéar

Plan will continue to belong to.machine building whose volume of

production will increase by approximately 83%.

The overall volume of agricultural production will increawe
by 30%. This will be achieved primarily by increasing the intensity
and productivity of agriculture and animal husbandry, with the
simultanecus rapid growth of the socialist way o2 1life in agriculture.
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By the end of the five-year plan meat production will be
increased by 33%, milk by 19%, butter by 61%, cotton fabric 29%,

woolen fabric 20%, footwear 21%, etc.

The national income will be 48% more than during the First
Five-Year Plan and the real wages 30% more. There will be in~
creased expenditures for public health, schooling, and social
and pension security. Special attention is being devoted to

housing construction.

It is also anticipated that during the Second Five-Year
Plan there will be expanded scientific research work, including
work in the field of nuclear energy for peaceful purposes

(§59pn1ce Ustredniho vybcru KSC pro sestaveni druheho petileteho

planu rozvoje narodniho hospodarstvi CSSR na leta 1956-1960).

The directives of the Central Committee of the Communist
Party of Czechoslovakia on the Second Five-Year Plan require the
mobilization of intraeconomic resources, the increasing of labor
productivity in all branches of the economy, the lowering of
production costs and increase in profitability, the introduction
of economy measures, and the strengthening of business account-

ability.

In carrying out these very important assignments of the
Second Five~Year Plan an important role will be played by the
Czechoslovak koruna, which has not undergone any fluctuations
since the monetary reform of 1933. The intensification of control
by means of the koruna must contribute to a situation in which the
business directors manifest the necessary concern for the intelli-

gent and economic expenditure of the people's funds and the
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improvement of the business and finance activity of enterprises and

organizations.

In the field of international settlements the importance
1953 monetary reform lies in the fact that the rate of ex-
of the Czechoslovak koruna is now firmly linked with the

ruble, the most stable currency in the world.

Thus people’s democratic Czechoslovakia in a comparatively
short period of time has achieved a fundamental rejuvenation of its
monetary circulation and created a stable currency which has a
deiinite gold content that is not dependent upon the capitalist
currency market and which rests upon the steady great increase

in industrial and agricultural production.

CHAPTER II. CONSTRUCTION OF THE NEW CREDIT SYSTEM FOR CZECHOSLOVAKIA

1. Nationalization of the Banks -- the Basis of Creating a

Socialist Credit System

The nationalization of banks in the people's democratic
Czechoslovak Republic lay the foundation for the creation of a
new socialist credit system on the basis of the socialist re-

organization of the entire national economy .

Marx and Engels viewed the nationalization of the banks
as one of the most important elements in the overall system of
measures carried out by the dictatorship of the proletariat and
directed at destroying the exploiter classes and organizing the
socialist means of production. Among the principal changes that
the proletariat would have to make after coming into power, the

Manifesto of the Communist Party lists the centralization of credit
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"in the hands of the state by means of a national bank with state
capital and an exclusive monopoly” (K. Marx and F. Engels, Soch.

[Worksj, vol Vv, page 502).

Marx and Engels did not consider the nationalization of
the banks an isolated, self-sufficing measure. They place it in
direct connection with and alongside of the soccialization of the
means of production and the organization of a planned socialist

economy .

The ideas of Marx and Engels concerning the necessity of
nationalizing the banks after the victory of the socialist revo-
lution and of using them for the transition from capitalism to
socialism were theoretically developed by V. I. Lenin and put into

practice in the USSR,

In the theory of imperialism Lenin pointed out how a grow-
ing concentration of monetary capital in large-scale banks lecads
to a situation in which they change from simple middlemen inte
all-powerful monopolists having at their disposal not cnly the
bulk of monetary capital hut also a considerable part of produc-

tion and sources of rawv material.

Taking into consideration the tremendous importance of
banks upon the national economy Lenin emphasized: "... only if
the banks are nationalizeéd will it be possible to achieve a situ-
ation in which the state knows where and how, from where and at
what time millions and billions are moving. And only control of
the banks, the center, the main pivot and principal mechanism of
the capitalist circulation would make it possible to coordinate

in deed and not in words control of the entire economic life, the
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production and distribution of very important products, to ccordinate
the ‘regulation of eccnomic life’ which otherwise is condemned
inevitably to remain a ministerial phrase to inflate the simple

folk"” (V. 1. Lenin, Soch., Vol 25, page 3086) .

V. 1. Lenin especially emphasized thet this control and
regulation must be directed against the bourgecisie and toward
the protection of the workers' interests. He alsc linked the
nationalization of the credit system with other eccnomic changes:
with the nationalization of industry, transport, means of communi-

cation, syndicates, etc.

In the banks lLenin saw an apparatus that the dictatorship
of the proletariat could use and had to use in order to account
for and keep control over the procductiocn and distribution c¢f the
social product and in order to organize the socialist economy.
The nationalization of the banks was viewed by him as the initial
point in the fundamental re-organization of the entire credit system
and its conversion from a tool in the dominance of the monopoly
capital into a tool in the struggle against capitalism, a tool for

building the socialist system of econouy.

The transfer of banks along with other command heights to
the people's democratic state creates the conditions for the most
complete utilization of the tremendous bank fumxis for the directing
of them toward the development of the productive forces in all

branches of the national econouwy.

The nationalization of the banks lays the beginning to the
construciion of a credit system of the socialist type. The people’'s
democratic state makes wide use of credit and banks in controlling

the country's economy:and..in the victorious construction of socialist
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society. All these factors ha.e a direct relationship to Czecho-

slovakia.

Before the establishment of the regime of the people's
democracy the Czechoslovak credit system was marked by a high
concentration of capital. In 1937 it consisted of 32 large banks.
The principal role on the monetary market was played by joint
stock commercial banks of which there were 23. Eight of them
(the joint stock capital of each came to more than 50 million
korunas) accourited for 77.7% of the joint stock capital, 87.4% of

the reserves, and 84.2% of deposits in all banks (Zpravy Statniho

uradu statickeho Republiky ceskoslovenske, 1938, Nos 43-44). The

process of concentration led to the arising of 2 groups of very
large banks: the group of the Zhivnostenskiy Bank and the group
of the Anglo-Czechoslovak and Prague Credit Bank and the Agrarian
Bank, which subordinated to themselies a number of cther commercial
banks and a broadly developed ''popular” credit system (loan and

savings-and-loan offices, credit associations).

Joint stock commercial banks had a close connection with
industrial joint stock associations. On the eve of World war 1I,
1,330 joint stock associations existed in Czechoslovakia, with
capital of 9 billion korunas: B80% of the capital of all thesec as-

sociations was controlled by 9 very large banks (Fr. Kolar,

Zestatneni prumyslu a penmeznictvi, 1949, Prague). Capital was

most centralized in the metallurgical industry and in machine
building. Of 3,722,000 korunas in the fixed capital of all eanter—
prises in all branches, the monopolies owned 3,392,000 korunas,

or 91%.
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A few very large banks actually controlled the country's
entire economic and political life. For example, the Zhivnostenskiy

Bank ~- the “backbone"” of the Czech financial oligarchy -- controlled

capital in the amount of 10 billion korunas. This bank owned 39% of

the joint stock capital of the sugar industry, 35% of the chemical
industiry, 35% of the building materials industry, 13% of the machine
byiiding industry, and 11% of the textile industry (K. Malecek, op.
cit., page 83). The Zhivnostenskiy Bank was the principal holder
of shares of certain Skoda plants. Through numerous international
concerns the bank was closely linked with British, Geruan, Belgian,

and American capital.

The Anglo Czechoslovak and Prague Credit Banrk controlled
about 20 very large enterprises in the metallurgical, electrical-
engineering, textile, and food industries. The Czech Union Bank
with joint stock capital of 150 million korunas contralled about

30 industrial associations and companies.

The bosses of the large banks had a tremendous influence
upon the political life of Czechoslovakia forcing the government
to act in the interests of a handful of finance magnates such as
Veyman, Preyz, Beran, Pecek, Stoupal, Batya, Lovenshteyn, etc.
The credit system completely and entirely served the bourgeoiste
and landlords and contributed to the exploitation of the Czecho-

slovak workers and peasants.

The political parties of finance capital -- the National
Democratic and Agrarian parties -- were the leading governmental
parties throughout the life of bourgeois Czechoslovakia. The

National Democratic Party represented the interests of the "financial
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circles that were closely linked with the Zhivnostenskiy Bank and
the Agrarian Party represented the interests of financial groups
supported by the Agrarian and Anglo Czechoslovak and Prague Credit

Banks,

The demoucratic mask on the facade of the Czechoslovak state
only covered the crude and cynical domination exercised over all

society by a handful of billionaires.

The workers in the country were exploited not only by the
national bourgeoisie but also by foreign bourgeoisie which owned
one-fourth of all Czechoslovak industry. Great economic influence
was exerted by Britain whose capisal investments came to 600
million korunas. Britain was especially closely linked with the
Zhivnostenskiy Bank. The next country with respcect to volume of
capital investments was the United States, with 130 million
korunas and then Switzerland, with 120 willion. The capital in-
vestments of all other states were fixed at a total amount of
about 200 willion korunas. In 1941 the first place with respect
to capital investments in Czechoslovak industry was occupied by
Germany (1.1 billion korunas) (K. Malecek, op. cit., pages 114-115).
She owned the very important chemical enterprises and a number of

machine building, textile, and glass plants.

The Agrarian Bank acted as one of the champions of the
influence of German capital upon the Czechoslovak economy. It
was the center from which the Munich conspiracy against Czecho-
slovakia was financed. A certain number of banks which concentrated
tremendous capital in their hands actually controlled the country's

national economy.
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®
Having before it the brilliant example of the Soviet Union

the people'’s democratic Czechoslovak state at the very first stage
of its development in addition to other socioecononic reforms

nationalized the banks.

The process of possessing the bank and credit system began

immediately after the German fascist usurpers werc routed.

In the course of carrying out the Koshitskiy governmental
program and the further development of the people's democratic
revolution, the working class, headed by the Communist Party, broke
the resistance of the bourgeoisie and achieved the publication on
24 October 1945 of the decree concerning the nationalization of
joint stock banks, large scale industry and insurance associations.
The decree on the nationalization of joint stock banks stated that
effective the date of its publication all joint stock banks became

the property of the state and were converted in national banks.

All banks which became the property of the state were
1isted on the trade register as independent juridical persomns. In
order to coordinate their common affairs on 1 July 1946 the Admin-
istration of Banks was founded in Prague with a regional Administra-
tion of Banks in Bratislava (subordinate to the Ministry of Finance).
Each bank was directed by a board of directors consisting of a chair-

man, his deputy, and 5 members.

The current operations were controlled by the bank director
and his deputy who in Czechia were appointed and discharged only by
the minister of finance and in Slovakia in accordance with coordina-
tion with the commissioner of finance at the proposal of the central
administration of banks and in accordance with the report of the

board of directors of the bank. Supervision of the work of the bank
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was carried out by the Inspection Council which consisted of a

chairnan, deputy chairman, and 6 members,

The opening of new banks and the unification or closing of

them were authorized only with the consent of the government.

The decree of 24 October 1945 did not extend to the National
Bank of Czechoslovakia which remained a Joint stock btank. But the
administration of that bank was very strongly influenced by the
state, since the state owned one-third of all the shares. In addi-
tion the shares of the National Bank which were at the disposal of
the nationalized Joint stock banks also were transferred to the
state. Thus the state beld an absolute majority of the shares in

its hands,

The nationalization of the banks which was carried out in
1945 completely eliminated the former might of financc capital in
the country., It was a very important measure in the re-organization
of the finance and credit system, the carrying out of the monetary
reform, and the strengthening of monetary circulation and finance
during the restoration period. The Prerequisites were created for

the organization o a socialist credit system and for using it in

the struggle against capitalism. The nationalization of the

banks made it possible for the state "first to review all the
principal monetary operations without concealing them, and then
to control them, and finally to regulate economic life' (v. I.

Lenin, Soch., vol 23, page 308).

The state became able to cheai and regulate the volume and

trend of credit in the interests of constructing a socialist €econoay.

During the period when people's democratic Czechoslovakia is
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making the transition from capitaslism to socialism, credit and
banks express not only socialist production relations but also in
part the relations between the capitalist elements which in
certain although restricted limits can use credit for their own
purposes. But the principal function of credit and banks uander
the conditions of the Czechoslovak economy with its many ways of
life is to serve as a tool for building socialism. Credit and
banks help the state to close all the channels along which part
of the surplus accumulation in the country is drawn into the

pockets of private capital to the detriment of socialist accumulation.

Banks and credit are used in Czechoslovakia: first,in order
to restrict and crowd out capitalist elements by means of the ap-
propriate regulation of the conditions and possibility of obtaining
loans from the nationalized banks and the nationalized trade and
industrial enterprises; second in order to mobilize monetary accumu-
lations and direct them toward the restoration and development of
the national economy; and third for the planned regulation and
socialist re-organization of small-scale goods management and for

the formation of peasant cooperatives.

Through the nationalized banks by means of granting prefer-
ential croditajtha people's democratic state has actively helped
and continues to help the development of national snterprises and
their further growth. As regards capitalist elements the govern=-

ment immediately limited the granting of credit to them and ior the

use o} loans charged them an increased rate of interest. But as

the socilalist sector grew and developed the granting of credit to
capitalist elements was curtailed more and more; in the end of

1948 the issuing of bank loans to lmrge-scale capitalists was com-

pletely stopped.
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The capitalist elements vioiently resisted the nationaliza-~
tion of the banks understanding excellently that by keeping them
in their hands they would be able to exert pcessure on the country's
national economy, to retard its development, and thus to prepare

the ground for overthrowing the regime of the people's democracy.

Relying upon the forces of international reactions headed
by the Anglo American ruling circles the Czechoslovak bourgeoisie
attempted to disrupt the natiocnalization and prepared the sabotage
of bank officials, etc. The banks offered all kind of assistance
to the bourgeoisie. They refused to grant credit for operations
to purchase articles of prime necessity for the population, con-
cealed commodities, and disrupted the normal operation of produc-
tion by delaying money issued to industrial enterprises for the
paying of wages. The bosses of the Czechoslovak banks made contracts
with the foreign financial oligarchy concerning the financing of
counter-revolutionary acts of the bourgeoisie which was attempting
to establish the unlimited authority of the capitalists and land-
lords., But no matter how the bourgeoisie resisted, the nationali-

zation of the banks was still crowned with success.

The workers of Czechoslovakia completely supported the
measures to nationalize the banks and subsequently re-organize
them, which were set down in the Koshitskiy program, and after the
victory of the Communist Party in the May 1946 elections in the
program of the government headed by K. Gottwald. In the latter
program it was proposed to centralize and specialize the
nationalized banks in conformity with the demands of the socialist
transformation of the country's economy, to subordinate the bank
activity to the planned conduct of the national economy, and to

introduce non-cash settlements in all branches of the ecoanomy.
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Sanitized Copy Approved for Release 2010/10/04 : CIA-RDP81-01043R001000010011-3



Sanitized Copy Approved for Release 2010/10/04 : CIA-RDP81-01043R001000010011-3

Three stages can be distinguished in the re~-organization of
the credit system of people's democratic Czechoslovakia. At tke
first stage that is from the first days of the victory of the regime
of the national demccracy, governmental control was established over
the banks and was carried out until October 1945 and the nationaliza-
tion of the joint-stock banks. The second stage is characterized by
the nationalization of the banks and the fusion of bank establish-
ments which continued until the end of the restoration period. At
the third stage which began at the end of the restoration period,
the granting of commercial credit was abolished. The granting of
short term credit was separated from the financing of capital in-
vestments and the bank system was used for financial planning and

financial control over production and commodity turnover.

Before the nationalization there were many different types
of credit institutions in Czechoslovakia. The credit system in-
cluded: the National Bank of Czechoslovakia, the country's central
enission institute; joint-stock commercial banks (deposit and in-
.estment), which engaged in operations for granting of short term
credit and capital investment; mortgage and land credit banks;
postal savings banks which in addition to savings operations made
settlements; and the widely ramified network, characteristic of
Czechoslovakia made up of cooperative small scale credit establish-
ments (urban savings-and-loan office, savings-and-loan assocations,
Kampelik farm—loan offices) (savings offices in rural areas namec

after their founder, Doctor Jan Kampelik —— end of the nineteenth

century), production loan associations, etc which received deposits

from the population and local enterprises and issued short term loans
to them for production and commercial purposes and which also

financed capital investments.
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Simultaneously with the nationalization of the banks, they
were also centralized. Instead of & thousand different credit

institutions the new nationalized credit system created 15 large banks.

in Czechia and Moravia of all the nationalizsd banks there
remained: (1) the Zhivnostenskiy Bank; (2) the Prague Credit Bank; ¢
(3) the Legio Bank; (4) the Farm Bank;(5) the Moravian Bank; (6)
the Plzen Bank; (7) the Central Cooperative Bank; and (8) the Postal

Savings Bank in Prague.

In Slovakia the new credit system included: (1) the Tatra
Bank; (2) the Peasant Bank; (3S) the National Bank; (4) the
Myyavskiy Bank; (5) the Slovakian Bank; (6) the Central Slovakian

Bank; and (7) the Postal Savings Bank in Bratislava.

Thus the entire banking system after the nmationalization
consisted of the following links: the National Bank which was
divided by functions of banknote emission and the regulation of
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